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FAMILY ALLOWANCES 


1. Ir is possible in a number of ways to cause the money 
income of the country to go further than it does now in terms 
of real income or satisfactions. But all the forced or voluntary 
sharing of incomes which would have this immediate effect are 
not practicable, because of reactions on industriousness, train- 
ing, equities between persons, and in the end the sum of national 
wealth. Arguments which show that a particular redistribution 
will at once make money go further are insufficient to show that 
such redistribution is desirable. 

2. Wages and salaries in this country do not vary with size 
of family, and it is suggested that this is an anomaly which 
amounts to a culpable and absurd neglect, or to a “ disinherit- 
ance,” of a large part of the nation’s children. What is in 
question is the whole conception of the Trade Union standard 
rate as now administered. It is obvious that this conception 
need not have neglected the family merely because the standard 
rate is uniform for the same work. But it may have quite 
deliberately neglected to meet, out of the incomes due to some 
men for their work, just any charges for the large families brought 
into existence by other men. The following quotations from 
various sources, with the quite lawful alternatives which I have 
appended to them, will show this point. 

“To give the same wage to an unmarried man and to a 
married man with a large family is the same thing as putting 
on the table the same quantity of food for the one as for the 
other. The unmarried man will have a surplus, while the married 
man will not be able to supply his needs.” (International Labour 
Office Report, p. 4.) 

“For the great majority of the workers it is evident that the 
wage is not differentiated according to need.” (Jbid., p. 6.) 

“ By far the greatest cause of primary poverty is the failure 
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of the wage system to adapt itself to the needs of the variously 
sized households actually dependent on the wage-earner.” 
(Rathbone, Disinherited Family, p. 27.) 

The alternative statements are as follows : 

“‘ For earners of the same wage to be unmarried, or married 
with large families, is the same thing as putting round the table 
a larger demand for the same food earned by the one as by 
the other. The unmarried man will have a surplus, while the 
married man will have created needs which he is unable to 
supply.” 

“For the great majority of the workers it is evident that the 
needs are not adjusted to the wage.” 

“ By far the greatest cause of primary poverty is the failure 
of the family system to adapt its needs to the various earnings 
actually obtained by the wage-earner.” 

3. The standard rate does not imply that there are two pay- 
ments, one for the value of the work, another for the cost of 
the standard of living. It implies that employment in an industry 
or grade should not go beyond the point at which the value of 
the work covers the cost of that standard. 

Does this standard include any particular size of family ¢ 
It might do so in more than one way; but in any case only 
implicitly, the more explicit idea being that this is a matter for 
personal responsibility. Implicitly there might be reference to 
either a normal or a maximum; for it is obvious that the same 
wage can be exhausted for families of different size with different 
margins for comfort. But whether a normal or a maximum 
family be attributed to the idea of the standard rate, there 
remains the fact that a third of occupied men are unmarried, 
and that there is less than one child per occupied man in this 
country. Then must the escape be on the lines of imputing 
to the standard rate in this respect the conception of a minimum, 
thereby leaving all families to be provided for otherwise than 
by wages? Has Trade Unionism been engaged in an absurdity 
in requiring, as the sole source of income, any uniform rate at 
all? This is what is contended, but in the strange company of 
the other contention of equal pay for equal work. Who is it 
that is being absurd, or can this confusion be escaped by any 
other reasonable implication of the standard rate ? 

4. Children cannot be considered as a pure tax on wages; 
though allowances have been referred to abroad as “ the special 
indemnities paid to the workers on account of their families.”’ 
If children were a pure tax, an obligation undertaken by parents 
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on behalf of the community, clearly the whole case would be 
different, and incomes would have to include two payments, 
one fixed by work and one variable. But surely it is the truer 
view that family life should be regarded as a source of satisfac- 
tions, or a usual way of obtaining the real values from money. 
There would not then be any paradox in supposing wages to be 
based on families of two or three dependent children, even if 
most families are not of the size supposed. Though family life 
is not the only form of expenditure, either absolutely or at any 
time of life, yet a family of a certain size might be taken as a 
standard of reference, showing the general estimate of the satis- 
factions which wages ought to yield, whether taken in this or 
in any other form of expenditure. If the same work should 
give the same real income, that income can be tested by refer- 
ence to a usual form of obtaining it, without implying that 
everyone is obtaining it in that way. In other words, a certain 
size of family can be taken as typical for the purpose of judging 
wages, though it is not supposed to be an actual average of 
family sizes. The unmarried man doing the same work would 
thus be regarded as entitled to the same purchasing power over 
satisfactions otherwise realised. This point of view can fairly 
be maintained against the implication that children are purely 
a question of cost, or, what comes to the same thing, that wages 
should mean a double payment instead of a double aspect of the 
same payment. 

5. But, in fact, no particular size of family can be said to be 
assumed. From the point of view of maintaining the popu- 
lation, the time at which children are born affects the number 
necessary for this purpose; a married couple may or may not 
see their grandchildren in the course of their own working life. 
What is normal for this form of expenditure must depend on 
the growth of national wealth itself, and of education in respect 
of standards of living. There is no assumption that population 
should grow at any rate. The standard of life is the prior idea, 
whether realised in family life or otherwise. That standard 
involves the idea of an amount of satisfaction, or opportunity 
for self-realisation, but the volume is variously compounded, 
some satisfactions becoming ‘‘ phantom ” if others are specially 
desired. It is this variety in the form of expenditure which is 
at the bottom of the argument that there is no size of family 
which, if assumed in standard rates, will not lead to an absurdity ; 
and it is truer to the spirit of the standard rate as administered 
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prices, the sense of adequacy being the creation of historical 
evolution. 

6. But it in turn asks for consideration of other aspects of 
wages than costs of personal subsistence. In particular there is 
the question of the expenditure of the unmarried man. It is, 
of course, easy to show up much of this as banal; though middle- 
class standards are difficult to apply fairly to the wage-earner, 
who may in turn comment on the futility of much middle-class 
expenditure. But a time of life when a part of income is free 
from the claims of mere living costs is of social importance to 
the future of family life itself. The pressure to raise the standard 
of life depends partly on the knowledge and experience of the 
other things that money can buy, the things which a man may 
aim at enabling his own children to obtain. He may wish to 
invest in himself; and the interests which this implies should 
not be shut out simply on the ground that, being unmarried, 
he must come to an unmarried cost of living. Then he will 
never be off a purely cost of living view of life, or be disposed 
to want any other for his children. This is a conception of 
wages we should work away from rather than develop. 

7. But if a country is poor, must not all such considerations 
give way before the practical exigencies, which are those of 
maintaining the families as they are, however badly related to 
individual incomes? Of course this must be done; there must 
be a system of relief, whatever it is called. A large and increasing 
part of the national income is now redistributed for this purpose ; 
and no further proposal is revolutionary in a society containing 
so much poverty as ours. We do not, however, make, and no 
one suggests that we should, just any redistribution that will 
immediately make the national income go further in real values. 
The reactions are important, and in this case the question is 
mainly one of the effect on population of direct subsidies to 
dependent children. The world has still resources which make 
it possible to find a good living for a larger population, but 
their distribution is important. The resources of this country 
cannot ensure an increasing standard of life to a much larger 
population. A simple subsidy may not be a good way to guide 
our birth-rate. It is one thing to relieve distress, another to 
adapt the wage system so as to create the conditions that require 
relief. But it is held that this danger will not be incurred because 
the birth-rate shows that better incomes lessen it. The higher 
the level of wages or incomes, the smaller at present is the family. 
Therefore a redistribution which increases the incomes of the 
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larger households will not increase the birth-rate, but may tend 
to reduce it, by creating the desire and possibility of a better 
standard. 

It should, however, be pointed out that on the principle of 
family endowment the increase of the family must precede the 
increase of income. This-is a condition entirely different from 
that on which the facts about the birth-rate now depend. The 
limitation of the birth-rate where wages are comparatively high 
follows from the fact that such limitation is not accompanied by 
any decrease of income, and that therefore it renders possible a 
better standard of comfort for the smaller number. The essential 
conditions are changed as soon as limitation of the family and 
of income go together; the whole motive for providence must 
weaken unless some other basis for it is supplied. For that 
reason an argument cannot be drawn from facts about the birth- 
rate as depending on different levels of constant wages, to what 
would happen if income varied only on the condition that the 
family also varied. As there may be other motives than those 
which depend only on income for the limitation of the families 
of better-off people, there would still remain differences in birth- 
rate if family allowances were paid, but this is quite consonant 
with a tendency toward increase on all the levels. What else, 
indeed, is to be expected from subsidies to children, payable 
on the basis of their number, than that in many families this 
will just turn the scale, and that these families will increase as 
the amount of subsidy is increased? This is largely why family 
allowances have been established in France; and if in this country 
there were anxiety about the fall of the birth-rate, and family 
allowances were proposed as a remedy, surely everyone would 
regard the proposal as being, in fact, a remedy. Why then, 
because we are discussing something else, invent reasons why 
the same cause will have the opposite effect? As a matter of 
experience, we cannot say what would have happened to the 
birth-rate of France apart from the allowances; it has not 
increased as was hoped. 

8. There must be considered the fact that the allowance 
system has precedents in this country, which no one criticises, 
or wishes to alter where they still exist. The obvious examples 
are the administration of poor relief, the separation allowances 
during the war, and the income-tax abatements. But as regards 
payments to households whose income has failed, is not this 
different from the case of the wage-earner just by the difference 
between relief and earnings, and is there any more to say? Poor 
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relief is administered in this way, not for the purpose of endow- 
ment, but for the purpose of restriction; it is not limited to 
children. Can we extend to normal industry and long reactions 
the measures applicable to immediate relief? In the same way, 
war allowances depended on the suspension of the wage system ; 
they were not paid to wage-earners at home. Methods applic- 
able to such emergency conditions are not continuable without 
examination of their relation to conditions which differ mainly 
as regards the time and scope given to their tendencies. We 
cannot continue with currency inflation and the creation of 
debt, because we have now to consider the economics of industry, 
not of war. As regards the income tax allowances, this precedent 
must be admitted; a distinction might be argued, but one which 
could not be attributed to the spirit of this policy. It would 
depend on the quality of family expenditure as being more 
obligatory, even though it realised satisfactions. That these 
allowances apply also to wives is a point that need not be 
pressed. 

9. The long influences of family allowances would be different 
according as one or other of two main proposals were in question. 
These are the pooling system and the raising of funds out of 
general taxation. 

In this country the pooling system would work as follows. 
There is about one dependent child per occupied adult man. 
On an average, therefore, each man would be responsible out of 
existing wages for the maintenance of one child. The employer 
would pay that amount into the pool, and would deduct it from 
wages, since it would be an expense incurred in respect of the 
worker’s employment. The wage of an unmarried or childless 
man would be reduced. A man with one child would draw from 
the pool just what had been paid on his account, and would be 
left as before. A man with three children would pay in the 
maintenance of one child and draw that of three; he would be 
better off net by the maintenance of two. Such an arrangement 
could, of course, be made by the men themselves through their 
Unions, but it is more comprehensive if administered by the 
employers. By this method, if there is to be no reduction in 
the income of labour as a whole, the cost of production is un- 
affected. It is a dangerous tendency of the “ phantom ” argu- 
ment that, since phantoms do not exist anywhere, it enables a 
claim to reduce costs only by the implication of a reduction in 
the total income of labour. This statement is true as an average 
if the employer pays in on the basis of his wage bills, and more 
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strictly if he pays in per head of his employees. It does not in 
any case increase but redistributes the income of labour. 

Then the increases got by some wage-earners are deductions 
from others, and the difference between payments for the same 
work is greater than if the allowances had been charged on 
general taxation. The effects on efficiency of work will be 
worse. An unskilled man may draw more than a skilled, at the 
expense of the latter. More enthusiasm and social spirit are 
required to make this method work well than are required for 
the other method. But it puts no new charge on taxation. 

There may also be the fear of introducing some confusion 
into wage bargaining, since there will be alternatives to straight 
variations in rates. Advances may be offered to married men 
alone, or changes in the scale of allowances, and so forth. This 
has been a cause of difficulty abroad, and the signs are that in 
this country labour is distrustful of the same results, at any rate 
under capitalistic employment. 

It is also clear that the pool system will make no provision 
for the 750,000 persons who are returned as working on their 
own account, many of whose incomes should bring them within 
the scope of any fair scheme. 

The nature of these allowances would also be the cause of 
acute problems in bad times; either then or during strikes a 
special feeling would be aroused by the cessation of a provision 
for maintaining children. Such occurrences would prejudice 
funds based directly on industry as compared with the national 
method. 

10. A charge based on taxation would not directly lower the 
wage of any employee, because it would not be a charge that 
could be attributed to the fact of his being employed. It would, 
of course, have indirect effects according to its magnitude. If 
it were accompanied, as has been suggested, by a proposal to 
reduce wages, this reduction would be ineffectual against the 
competition of employers for labour, up to the estimated value 
of the product of labour. The charge would fall on the com- 
munity like any other tax, without reference to its application. 
It would mean an addition to the income of labour without a 
traceable influence on labour costs. It would be a transfer to 
labour as a whole, subject to a condition as to its distribution 
there. 

Postponing a more general question, the cost of such a scheme 
would, in view of its indirect influences on industry and employ- 
ment, be a serious problem. It would differ from other already 
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existing social schemes in that the idea of insurance is much less 
applicable. People do not as a rule want to be uncmployed or 
sick or widowed; and measures are taken to guard against the 
deliberate incurring of the thing insured when it can be simulated. 
Plainly the begetting of children is in a different category. It is 
not a reply to the problem of cost to argue that there will merely 
be a redistribution through taxation. We would be absolved 
from many serious problems if this were all. The application 
of these funds would be mainly to expenditure, while their source 
would be to a considerable extent savings. As we do not know 
without trying how much the birth-rate would increase, it is 
only possible to aim at a minimum estimate based on things 
as they now are. 

In 1921 there were about 8} million children of occupied men 
in England and Wales, or about -82 children per occupied adult 
man. Taking only men insured under the unemployment 
scheme, about 8} millions for Britain, this would show about 
seven million children to provide for by allowances. It would be 
a little more than this, since working-class families are larger 
than average. Per shilling per child per week the cost of allow- 
ances could not be safely reckoned at less than twenty millions 
annually. About one-sixth should be added if the scope of 
allowances were men insured under the health scheme. It is 
unlikely that allowances would average less than three shillings 
per child, so that from sixty to seventy millions would be a 
minimum estimate, according to the scope. Much larger 
figures have been quoted by advocates of the proposal. It is 
assumed also that there are no reactions which increase the size 
of families, as indicated above. 

Such an addition to taxation in the near future is a serious 
proposition, and needs no comment. It could, of course, be got 
out of the drink bill, or the tobacco bill of the community, in 
the sense that it is less than either of these. Plainly, however, 
the positive question is with what consequences it could soon be 
obtained from taxation. Savings in other branches of present 
expenditure on distress should be offset against the chances of 
more children than at present. If we were to carry this through 
in any near future, it would imply the earmarking for the purpose 
of savings in some other direction. 

11. The more general question, however, is not disposed of 
hy the problem of cost.. When one has read the eloquent argu- 
ments and statements on this proposal, there remains at the end 
the broad fact that it is proposed to pay cash subsidies to parents 
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in proportion to the number of their children. It is then seen 
that the beneficial results which immediately follow to the 
recipients are simply those of any subsidy or gift, and that there 
need be no serious social problems at all, if such short cuts to 
their solution are available. Some families are so much larger 
than others with the same wage that they are in distress; there 
is no difficulty; take some of the income of the latter and give 
it to the former. Not to have thought of that is the economists’ 
“neglect of the family.” Our Trade Unions have not thought 
of it either; because they do not make this redistribution from 
the more to the less provident, the wage system is held to be 
crazy. It is, in fact, the strength of the adjectives used by 
some writers in this respect which betrays the general tenor of 
the exposition. If we had worked such a system of allowances, 
and had become involved in consequent problems of industrial 
deterioration and high expense, might not a quite plausible case 
have been then presented for the method of paying “equal 
wages for equal work,” and might not another Miss Rathbone 
have been arguing indignantly against the “crazy” system 
of making A pay for B’s children, as if there were no such thing 
as personal responsibility, as if storks brought babies, or as if 
children were related to their parents as a tax is related to the 
payer of it? One cannot bury this general aspect of the argu- 
ment under the admitted immediate benefits to the recipients 
of such subsidies. Unless we are deliberately out for an increase 
of population, it is crude and naive to camouflage by invective 
the daring side of the proposal to bring back allowances, on this 
scale, into national wages. 

12. The proposal for family allowances has been connected 
with two other questions from which it should be kept distinct. 
First, the payment of equal wages to men and women for the 
same work. This should be considered on its own merits; if 
it is just, it should be done in any case, whether family allow- 
ances are paid or not. It does not itself afford a reason for an 
alteration, involving new questions of equity, of the whole basis 
of remuneration. Still less when that change is one which will 
mean that equal work will not receive equal pay. Second, the 
right of married women to claim a part of the earnings to which 
their household work has contributed. This also, if just, should 
be granted on its own merits, and is quite feasible under present 
arrangements. In these distinct questions it may be found that 
more than one “ complex ” is involved. 

13. It appears that a new form will have to be given to the 
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methods of administering the care of children when the Poor 
Law is reformed. The Ministries of Health and Education will 
have in some way to undertake functions of maintenance, and 
it is possible that a children’s Authority may be constituted by 
arrangement between them. Is this not a better idea to develop 
than that of paying cash into households on the mere condition 
of so many children born? There must be a proper control of 
expenditure incurred to meet distress, which should also be 
incurred so far as there is distress. Are we more likely to prevent 
distress by a clear distinction between wages and relief, or by 
cash allowances paid on condition that children are born to use 
up these and perhaps, after all, further sums ? 
D. H. Macerecor 
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THe Committee of Liberals which has been considering the 
present state of agriculture and of rural life generally has set 
forth in a Report of 584 pages the discoveries it has made and 
the conclusions to which it has come in the course of its excursions 
into the country during the last three years. 

The Committee holds that, while some British farmers are 
skilful agriculturalists, the majority are not making the best use 
of their land, the proportionate output in Great Britain being 
less than in some other European countries. In spite of costly 
efforts, the number of small holdings is getting less, and England 
remains chiefly a country of landless labourers, dependent solely 
on wages for a living. Owner-occupiers are more in number 
than before the War, but three-quarters of the cultivated land 
is still worked by tenant farmers, whereas in other countries 
ownership in some form predominates. Hence the conclusion 
is reached that our system of land tenure is at fault. The land- 
owner, it is said, has ceased to lead in agricultural development, 
and can no longer afford to find adequate capital for the equip- 
ment of the land. He must be expropriated. 

The Report points out that in the medieval manor the lord 
held by military service and every sub-tenant had both rights 
and duties on the land. By the decay of the manor and the 
growth of enclosures has arisen the modern system to which 
the Report gives the bad name of “landlordism.’”’ To this all 
evils are traced. To cure these evils the State must now resume 
possession of the land and require adequate cultivation, the 
modern equivalent of feudal dues, from those to whom it leases 
it. They will be given security of tenure at fixed rents in 
return. When the change is effected, the administration will be 
entrusted to a new, democratic County Agricultural Authority, 
partly elected, and partly nominated by the Ministry of Agri- 
culture after consultation with the local Unions of farmers and 
labourers. 

It is interesting to find the Liberal Party, even though it be 


1 Rural Report of the Liberal Land Committee, 1923-25. Hodder & 
Stoughton, ls. net. 
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somewhat late in life, converted to a belief in the benefits of 
the feudal system. Again, we seem to remember Mr. Lloyd 
George railing at landowners because they were rich men who 
toiled not nor spun. It is therefore a source of some pleasure 
to find them now blamed for being poor by the Party which 
invented death duties and made them so. 

But the Report is not to be laughed out of court. It contains 
the result of much hard work; its criticisms are sometimes 
justified, and are generally better than the ignorant nonsense 
about rural matters that often proceeds from urban or sub-urban 
sources; it contains an elaborate and, on its own unsound lines, 
an ingenious scheme for a new system of land tenure, and, 
above all, while proposing to nationalise the land, it abjures 
the hopeless idea of nationalising agriculture, as advocated by 
some Labour reformers who wish agricultural workers of what- 
ever grade to be salaried servants of the State with no pecuniary 
interest in the success or failure of their operations. 

Its main contention—that the present system of land tenure 
is breaking down owing to the poverty of country landowners, 
and their consequent inability to maintain the equipment of 
their estates—is supported by the recent book of Mr. Orwin 
and Mr. W. R. Peel. Yet I venture to think that the whole 
of the Liberal Report, including that contention, is based on a 
partial reading of present indications and an incomplete appre- 
ciation of the fundamental economic and social causes which 
have produced them. I believe that the terms of expropriation 
proposed in the Report are unjust to landowning families, that 
the scheme of administration would involve the State in heavy 
financial loss, and that it would fail to produce the benefical 
effects on agriculture and rural life that its authors desire. 


In the first place, the Report produces well-known evidence 
to show that the proportionate area under the plough is smaller 
here than in countries like Germany, and the gross output of 
food therefore less. But the proportion between arable and 
grass land is an affair of prices and costs on the one hand, and of 
soil and climate on the other. Heavy land in the moist West 
of England cannot be worked under the plough, and light land 
in dry East Anglia, and still more in Germany, will not carry 
permanent grass. As with other British producers, the farmer 
specialises in high-grade goods, in his case milk and beef, which 
are most economically grown on pasture where good herbage 
can be obtained. 
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With arable land still going down to grass, agricultural em- 
ployment is decreasing, yet the money returns from grass are 
about the same as from arable land per acre, and higher per 
man, so that better wages can be paid. The advantages are 
not all on one side. From the official returns, the yield per 
acre of British crops seems a little lower than it was in 1870, 
while in some other countries it has increased. These returns 
need care in handling. 

Professor Macgregor, from the evidence obtained as a member 
of the Tribunal of Economists in 1922-24,1 has pointed out 
many of the fallacies that underlie the prevalent idea that 
England is badly farmed. It is misleading to compare crude 
yields in countries where natural and economic conditions are 
different. By reducing the yields as far as may be to com- 
parable terms, Macgregor has obtained a composite index of 
productivity, which makes Belgium 164 and France 92, while 
Britain, Germany, Denmark and Holland are all on a par at 
about 130. These results were published in the Report of the 
Tribunal in 1924. They have not been controverted. 

Of course if all farmers were good farmers, land would yield 
more. The amount of ability in the nation is limited, and, 
while something may be done to develop ability in those who 
have it, it cannot be created. In agriculture, success depends 
somewhat on a knowledge of the peculiarities of each field, even 
of each animal, and on the skill with which that knowledge is 
applied. Hence general rules are of limited use and great 
divergencies are inevitable in the results. 

The level of economic output depends on the relation between 
prices of produce and costs of production. If prices rise or 
costs fall, it pays to put more labour and fertilisers into the 
soil, the yield per acre increases and marginal grass land can be 
ploughed up. The dependence of the area under the plough 
on the price of corn is well known—it is illustrated by tables 
given in the Report of the Agricultural Tribunal of Investiga- 
tion. When prices are low and costs are high, as at present, 
an extra yield can only be wrung from the land at an expense 
which means a loss on the transaction. British farmers are 
quite well able to increase their output when times warrant 
the necessary outlay. 

The idea that the production of food should be increased 
regardless of cost is one that the members of the Liberal 


1 Omd. 2145, 1924, p. 151 et seg. Economic JourNAL, 1925, Vol. XXXV. 
p. 389. 
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Committee themselves would scout, yet it underlies much of their 
Report. Take, for example, the following extract : 1 

“Perhaps the most striking example of what can be done 
with English land is derived from the Midlands, where an English- 
man took over some years ago 500 acres of land to reclaim, 
which at the time was yielding no income to the landlord, except 
for shooting, and producing no crops. It is now carrying a 
considerable number of stock, cattle, pigs and poultry, pro- 
ducing valuable crops and paying an annual wages bill of over 
£1000.”” The tenant started with a capital of “ one thousand 
pounds raised through the bank and guaranteed by his two 
brothers.”’ The landowner, though ‘“ he contributed nothing to 
the success of this very striking bit of reclamation, was, at any 
rate, not in any way obstructive.” 

Now, unfortunately for the Liberal Committee, this land 
was identified, and correspondence which appeared in The 
Times 2 showed that: (1) the landlord spent over £6000 on 
houses, buildings, etc.; and (2) the Ministry of Agriculture 
took over the farm in 1918, worked it through the local Agri- 
cultural Committee for three years and expended not less than 
£10,000 on reclamation. 

The recklessness of statement thus revealed does not speak 
well for the general care and accuracy of the Report. But a 
more serious point remains. Over £16,000 has been spent on 
this land besides that contributed by the tenant. Even now 
further expenditure is needed on reclamation, buildings and 
fencing before the farm can be satisfactory. The present rent 
is £286 6s. 8d. 

Suppose we reduce the £10,000 spent by the Ministry by 
one-half, to allow for the extravagance of public administration 
and the high cost of work when it was done. We still have 
an expenditure of £11,000 to produce an increase in annual 
value of £200 or £300 a year. Whoever owns the land, whether 
the most grasping of landlords, the most worthy of occupying 
owners, or the most democratic of County Authorities, would 
find many such proceedings a short road to ruin. 

Of course this is an extreme case; better results might 
sometimes be shown. But the point at which improvements 
cease to pay is reached sooner in England than in some parts of 
other countries, both because costs are higher and also because 
the opportunities for the profitable investment of capital and 
labour are greater. It pays better in England to invest in 

1 Report, p. 115 et seq. 2 October 21st to October 29th 1925, 
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beer or tobacco or cocoa than in the improvement of land, and 
better to become a railway porter, or a bricklayer’s assistant, 
or even to remain an agricultural labourer, than to work as 
hard on a small holding as does a Dane or a Belgian. The 
Agricultural Tribunal of Economists, after careful investigation, 
estimated that the real wages of farm labourers in this country 
even before the War were higher than in Denmark or in Holland, 
and higher by 25 to 40 per cent. than in Germany, France or 
Belgium.! More small holdings are desirable to give adequate 
opportunities to exceptional men, but it is useless to expect 
the intensive cultivation of the larger part of English land on 
Belgian lines till England is a much poorer country than she is 
to-day. 

If, perchance, we accept the view that English land is under- 
farmed, the Report next tries to persuade us that it is largely 
due to the tenants’ want of security of tenure. This idea has 
inspired most of the agricultural legislation of recent years. 
Nowadays the unfortunate landowner cannot regain possession 
of a farm let on a yearly tenancy without paying heavy damages, 
unless he indicts his tenant for bad cultivation and the County 
Agricultural Committee endorses the charge. Even if a land- 
owner be willing to incur the odium and trouble involved, it is 
unlikely that the Committee will make an order except in gross 
cases. The consequence is that ‘security’ falls alike on the 
good farmer and on the bad. 

The Report itself recognises the failure of this policy.2 ‘‘ To 
the end of 1924,” it says, “‘ 531 applications from landlords 
or from agents alleging bad farming had been received, and the 
County Committee had granted the landlord relief from paying 
compensation in 292 cases,” while the lowest estimate of bad 
farming, 5 per cent. of the whole, means 20,000 to 40,000 holdings. 
‘‘The recommendations: made for increasing tenants’ security 
of tenure by the Liberal Land Enquiry Committee of 1913 are 
in principle embodied in the present Agricultural Holdings Acts. 
The machinery, however, is not at all that recommended by the 
L.E.C. The effect has to be acknowledged as disappointing. 
Lord Bledisloe, in the remarkable address”? he gave to the 
British Association in 1922, declared that the Acts “have really 
put the bad tenant on equal terms with the good, to the great 
detriment of the industry. It seems to us,” adds the Report, 
“frankly impossible to give good farmers that fuller security 


1 Loc. cit., p. 35, 
2 Report, pp. 446 and 448, 
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which they still require without stultifying the community’s 
claim to secure the proper cultivation of the land.” 

Now that is sound, good sense. But in spite of this acknow- 
ledged failure, the Report advises, not a repeal of the Act, but 
an intensification of the policy contained in it. And, as another 
worse failure is certain to follow, it proposes to upset the whole 
system of British land tenure to give the policy a chance, appar- 
ently in the hope that a new, more democratic County Agri- 
cultural Authority will be willing to eject bad farmers and 
secure an increase of food production. 

But would this result follow? I doubt it. If the County 
Agricultural Authorities resemble the present Committees, they 
will be very slow to say that a farmer is to lose his means of 
livelihood, and an increase in security of tenure, as in the past, 
will intensify slackness and inefficiency. If, on the other hand, 
the democratic element in the Authority produces a change of 
policy, it will be in the direction of the peasant outlook, of 
leniency towards ineffective small holders with a jealousy of 
larger farms, even if efficient, and a determination to take every 
opportunity of breaking them up. There is ominous evidence 
of this in the descriptions given in the Report of meetings held 
in villages to discuss the proposed policy. The end would then 
be a return towards subsistence husbandry, and a shrinkage 
instead of an increase in external food production. 

Anyone with some knowledge of farming on the one hand, 
and of the working of Local Authorities on the other, will feel 
the inherent difficulties of controlling all the land of a county, 
and maintaining its standard of cultivation, by means of a Com- 
mittee—any Committee, but more especially such a Committee 
as the Report contemplates. Besides the innate faults of its own 
constitution, there must be duplication of duties and conflict 
of authority with the Agricultural Committees of the County 
Councils, which are to retain some of their present functions, 

The Report considers the usual 5 per cent. on the gross rents 
allowed by private landowners for management as excessive, and 
proposes to debit cultivating tenants with 3 per cent. on the net 
rents. I think the authors would have been well advised to 
study some of the accounts of County Council small holdings 
before committing themselves to this estimate. The only county 
for which I have details at hand spent on management in the 
year 1924-25 a sum which works out at 20°9 per cent. of the gross 
rents. Apparently any excess annual cost of the scheme beyond 
the 3 per cent. charged on the tenants is to be met out of a 
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Central Land Fund, accumulated mainly from the proceeds of 
the sales of land for building and other non- agricultural purposes.! 
That is to say, the Reyort pkopuses tc use vapital to Pay for 
deficiencies in income. . 

Again, the “ cultivating tenants, are to be given absolute 
security and fixed rents as iong as they’ farm woll, with’ power 
of bequest to sons or other near relatives able to carry on the 
farm. There is no provision for the friendly remissions of rent 
which characterise present dealings of landlord and tenant in 
bad times. Nevertheless, as Colonel Tomkinson has pointed 
out,” by leaving or threatening to leave his holding, the tenant 
can oblige the County Authority to exercise its power of re- 
assessing rent on a vacancy, and thus rents will be forced down 
in times of agricultural depression. On the other hand, when 
times improve, rents will remain fixed, and every farmer will 
find a son or other relative to take on property rented below its 
economic value. From the national point of view, the whole 
financial scheme is radically unsound. And this defect is not 
one which can be cured by modifying details. It is inherent in 
any system which gives a tenant security of tenure while leaving 
him free to throw up his holding. It can be avoided only by 
occupying ownership on the one hand, or by a return to ordinary, 
honest, straightforward terms of tenancy on the other. 

Of course agriculture has been through a bad time, and 
arable farmers have suffered severely. But the cause of the 
trouble is well known, and has nothing to do with land tenure. 
As the Farmers’ Union steadily points out, the root of the evil 
is unremunerative prices, and a masterly analysis of agricultural 
depression is given in the recent Report of the Committee of the 
Ministry of Agriculture on the Stabilisation of Prices. When- 
ever the general price level is falling, agricultural produce falls 
equally with other wholesale commodities, and the arable farmer, 
owing to the slowness of his turn-over, the length of his economic 
lag, suffers more than most other producers while the fall is going 
on.4 For countries on a gold standard, the price level has, of 
course, depended in the past chiefly on the supply of gold and 
the credit based on it, compared with the demand for currency 
and credit. 

From 1820 to 1835, the failure of the South American mines, 
financial stringency and a growing demand made gold and 


99 


1 Report, p. 351. 2 The Times, November 30, 1925. 
3 Economic Serics, No. 2, 1925. 1s. 6d. net. 
4 Economic JourNAL, December 1925, Vol. XX XV. p. &36 
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credit relatively scarce. Protection did not save farmers from 
a disastrous fall in prices with consequent widespread ruin. 
In spite ‘of the repedl of the Corn:Laws in 1846, and accom- 
panying prognostications:of disaster, the discoveries of gold in 
Australia. and. California led to rising prices and agricultural 
prosperity from 1848 to’1S¥5,; ‘The demand for gold for currency 
in Germany and elsewhere then outran the supply, and the 
great depression began, intensified by bad harvests. The price 
of cereals fell by 50 per cent. in twenty years, but the price of 
other wholesale commodities fell by 40 per cent., and this latter 
figure gives a rough measure of the effect of monetary causes. 
Only the remaining 10 per cent. represents the depressing result 
of foreign competition and cheap transport, to which the whole 
trouble is usually assigned. The Stabilisation Committee points 
out the relevant fact that other nations suffered equally from 
agricultural depression, even those whose competition was 
blamed by British farmers. The only two countries where 
agriculture flourished during those years, and land increased 
in value, were India and Argentina, whose currencies, based on 
silver and paper respectively, were not appreciated by the 
shortage of gold. The long depression in England only ceased 
in 1900, when the output of the new gold-mines in South Africa 
began to raise prices. 

Similar causes, on a more violent scale, have produced the 
hectic rise and the headlong fall of agricultural prices and 
prosperity during and after the War. The rise due to inflation 
was controlled by the fixing of prices, which (quite rightly) 
saved the nation a hundred millions or more at the cost of the 
farmers. But the measure of insurance against low prices given 
to farmers in return by the Corn Production Act was repealed as 
soon as it became operative. 

Just at present, agriculture is at the bottom of a steep fall 
in prices chiefly due to the rise in value of the pound sterling. 
Costs have not adjusted themselves, and for a time farming has 
been in difficulties. Now the nominal gross rents of agricultural 
land, raised by perhaps 15 per cent. in 1919, at the present 
time on the average are probably only 5 to 10 per cent. above 
pre-war figures, while the high cost of repairs makes the net 
rents considerably below those of 1914. As the value of money 
is less by perhaps 40 per cent., it is clear that real rents are 
much less than before the War. In effect, the landowner is 
carrying the industry through its bad time by taking less real 
rent, thus enabling the farmer to survive and the labourer to 











1926] THE LAND AND THE NATION 19 


receive his present wage, which, although less than he deserves 
and less than is paid in “sheltered ” industries, is still higher 
than in past times, and in all the other countries of Europe. 

To act thus as a buffer to absorb economic shocks is one of 
the functions of the landowner. The fact that he is performing 
this function explains why agriculture, with all its troubles, is 
in far less parlous state than are some other “ unsheltered ”’ 
industries. As Mr. Venn’s investigations show, before the last 
rise in the value of the pound and in the rates of minimum wages 
renewed the depression, even in East Anglia with these low rents 
farming was beginning to pay.” 

When the process of readjustment is finished, either by a 
rise in world-prices or a reduction of wages and other costs in 
our sheltered industries, real rents will again bear something 
like their old ratio to outgoings. The landowner will then once 
more be able to maintain the fixed capital of agriculture without 
the present ruinous strain on his resources. To expropriate him 
just now, when, willingly or unwillingly, he is accepting an 
abnormally low rent, and to pay him compensation on that 
basis, is most clearly unfair. 

Of course the nation has a right to buy out the owners 
on equitable terms if Parliament decides to take over any kind 
of property. Some landowners would welcome such relief from 
their present difficulties. But the Liberal proposals are unjust. 
The landowner is to receive an annuity based not on the estimated 
selling value of his land (on which basis, by the way, the nation 
has exacted one, two or three payments of death duties), but 
on his present net receipts in a time of depression, and after his 
rental has been reduced by an amount which will enable his 
tenants to pay a new minimum wage to be specially fixed with 
this scheme in view—how fixed is not made clear. 

Now the Report gives examples to show how disastrously 
landowners’ net receipts have been reduced in late years by 
the increase in the relative cost of repairs, etc., and, conveniently 
forgetting for the moment its provision about a new minimum 
wage, it assures the landowner that he will get as much net 
income as he does now. It states that agriculture is injured 
by what it calls ‘‘ unreal’’ values due to monopoly, amenity, 
prestige, and facilities for breeding or preserving game, though, 
as it is admitted that rents are fixed on bare agricultural values, 
the statement does not carry conviction. It is proposed to 

1 Agricultural Tribunal Final Report, p. 35, Cmd. 2145, 1924. 

2 Farm Economics Branch, Cambridge School of Agriculture, Reports 1 and 2. 
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*‘ relieve ’’ the land of all these “ unreal ”’ values, which explain 
the difference between the agricultural and the selling price 
of rural land. The owner will be paid for the “real” or agri- 
cultural value only. This calm proposal, to destroy by a stroke 
of the pen wealth to the value of untold millions without com- 
pensation to its owners, suggests the compulsory purchase of a 
picture by the National Gallery on the basis of an estimate of 
the cost of the paint and a fair allowance (doubtless at Trade 
Union rates) for the man’s time in laying it on. 

To talk about “‘ monopoly” is, of course, ridiculous. Mr. 
Lloyd George and the editor of the Liberal Land Report can buy 
as much agricultural land as they want to-morrow, and buy 
some of it for less than the cost value of the buildings and other 
equipment. It still does not seem to be understood that the 
average rent of agricultural land in England is in reality a rent 
not for the land but for the equipment. To reclaim the land, 
fence, drain, and provide it with roads, would have meant from 
£5 to £10 an acre, and to put up buildings £8 to £10 more, even 
on the costs of fifty years ago: 1 £30 would be a modest total 
estimate at present prices. An average gross rent of (say) 25s. 
an acre, reduced by outgoings to something like 15s. to 18s., 
gives as a maximum a bare 3 per cent. on the replacement value 
of the equipment with nothing for the land itself. It is only 
exceptionally fertile arable land or old pasture that has much 
natural agricultural value of its own. 

But there is more in the question of amenity value than 
appears at first sight. It is really an important factor in past 
and present agricultural economics. Without it less capital than 
at present would be available: there are more profitable invest- 
ments for both landowner and tenant, and land would really 
become under-capitalised. Farm buildings would not be main- 
tained or replaced on their present high average level, and much 
more arable land would go down to grass. Because of the 
amenity value of their estates, landowners have been willing to 
purchase them, to maintain and improve the houses, cottages, 
farm buildings and other equipment of the land, and have been 
content with a very small interest on their money, not merely on 
the purchase price, as the Report allows, but on that expended 
afterwards and continually in improvements. 

In regions of rich soil, such as some parts of the Fens, 


1“ The Making of the Land in England,” Albert Pell, Journal of the Royal 
Agricultural Society, 1887, 2nd Series, Vol. XXIII. p. 355, and 1899, 3rd Series, 
Vol. X. p. 136. 
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agriculture can succeed without amenity value, but poor land, such 
as much East Anglian clay, goes out of cultivation in bad times 
sooner in those regions where amenity values are low. More- 
over, it is generally admitted that cottages and other buildings 
are better on the larger estates, that is, where amenity values 
are high; it is the small man who usually lets them get out of 
repair. 

Amenity value is a real asset to the private landowner, and 
he is prepared to pay for it by providing and maintaining the 
fixed capital of the land below the market rate of interest— 
whereby agriculture gains. On the other hand, amenity has no 
value to a County Agricultural Authority. Hence arises a 
dilemma which appears in all schemes for nationalising agri- 
cultural land. Either amenity value must be destroyed, which 
is unjust to its owners and tends to injure agriculture and reduce 
national wealth, or else, by paying for it, the nation is saddled 
with a scheme even more unsound financially than that of the 
Liberal Land Report. Personally, if we are to have nationalisa- 
tion, I think part of the amenity value might fairly be charged 
to the cultivating tenant, who will, at all events, retain some of 
its elements. But he would then be little better off than if 
he bought his farm now from his landlord; his dislike to the 
scheme would be intensified. 

Many Liberals opposed the scheme as first drafted, and it is 
now understood that a compromise has been arranged, whereby 
it is to be brought into force gradually. The new machinery is 
to be created and farms brought under it as changes in tenancy 
occur. This modification has some obvious advantages, but in 
other ways makes the scheme worse. The loss of a farm in the 
middle of an estate might depreciate the value of the whole, 
and the delay would inevitably tend to starve the land of capital 
while the change was pending. The scheme, even as thus 
amended, has been severely criticised by Sir Alfred Mond,! and 
it still seems doubtful if it will be adopted by the Liberal Party 
as a whole. 

Some provision is made in the scheme as set forth in the 
Report for recognising prospective building value in assessing 
the landowner’s compensation, but one most important point is 
quite overlooked. Besides the ‘“‘ amenity’ group of values, 
land has a real economic value beyond the figure got by capital- 
ising the net rent. It is not, like fixed-interest bearing securities, 
at the mercy of a change in the value of money. Slowly rents 


1 The Times, January 7, 1926. 
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adjust themselves, and, till the disastrous discovery of death 
duties, landowning families, with economy in bad times, might 
hope to preserve their life of usefulness. It is this hope of 
permanency which for centuries has made men willing to work 
hard and save to establish their families on the land. 

Who then is to gain by the Liberal Land Policy? On the 
face of things it ought to be the occupier. Yet I doubt if many 
tenant farmers, with a full understanding of the consequences, 
would accept the scheme. The “cultivating tenant” might 
find the County Agricultural Authority a troublesome landlord. 
He will pay to the Surveyor of Taxes the “fair net rent” used 
in calculating the landowner’s annuity, but he will have to do 
his own repairs, and bear the full brunt of rising wages, and 
some day, perhaps, of falling prices. His only remedy seems to 
be to give up his tenancy or threaten to do so. 

The labourer will possibly get a higher minimum wage at 
first, when it can be obtained at the expense of the landowner’s 
annuity. But the farmers may soon find cause to have it 
lowered again, when faced with the cost of repairs and the 
claim of an unrelenting Surveyor of Taxes for fixed rents. I 
do not think that the labourer will gain in the long run by being 
left face to face with the farmer alone on the countryside. The 
landowners are now being supplanted on County Councils and 
other local bodies by farmers whose chief desire is to keep down 
the rates, and this tendency must inevitably be hastened by the 
Liberal Land Policy.1 Already Labour orators are saying 
openly that the farmer is worse than the old Squire.? 

Thus, as far as I can foresee the result, the broad economic 
effects of the Liberal Land Scheme would be: (1) the destruction 
of the amenity values in land, on which the cheap capitalisation 
of agriculture has depended in the past ; and (2) the inauguration 
of an inefficient and financially unsound system of administration, 
which would leave all parties worse off than they are at present. 
The social effect would be to drive many landowning families 
away from the country, and the permanent establishment of 
the farmer class as the head of the village community. 

But I would not be thought to hold that all is for the best in 
the best of all possible countrysides. Landlords are impoverished: 
some have sold ; others are either reducing too much their expendi- 
ture on repairs, or, as an alternative, have had to let their houses 
and are unable for the time to live on their estates and look after 


1 See a letter from Mr. Henry Hobhouse, The Times, September 19, 1925. 
2 Cambridge Daily News, November 12, 1925 
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the people that dwellthereon. Arable farmers for three years lost 
on their trading accounts, and all farmers have had to write 
down their valuations. Labourers’ wages, though higher than in 
other European countries, are still lower than one would wish; 
Wage Boards have in places caused a loss in allowances as 
against the gain in cash; cottages are often bad; too few men 
have possession of any land. 

Now, of course all this is mainly the result of agricultural 
depression. Things will largely right themselves if and when 
there is a rise in prices or a fall in costs, including those in 
sheltered industries which at present bleed the farmer. But the 
whole rural problem involves other economic and social factors 
which can only be understood in the light of history. The 
Report wisely brings into review the development of our present 
country life from that of the medieval manor, though it simplifies 
the story fartoo much. It forgets that the late survival of common 
arable fields characterised only the south and middle of England, 
and that parts of the north, the west, and the east were enclosed 
and farmed individually at a very early date. Change was going 
on throughout the Middle Ages; it is difficult to judge fairly 
the economic welfare of the serf or the villein or the copyholder 
at different periods, and those who know most seem nowadays 
least inclined to dogmatise. In spite of all that is said, one 
thing is certain—whatever was the peasant’s position in . the 
medizval manor, the labourer’s life is far better now than it was 
a hundred years ago and down through the “ hungry forties.” 
E pur st muove. 

Nevertheless, no one can study the Court Rolls which concern 
a parish he knows without seeing that the slow decay of the 
manor, which finally died on New Year’s Day, 1926, did un- 
wittingly destroy the old social life of the village. The break was 
more sudden in open-field parishes, where enclosure, necessary 
as it was, produced evils unintended and unforeseen. But, even 
in early enclosed countries, there was a slow consolidation of 
holdings, involving perhaps no hardship to individuals, but still 
resulting in a decrease in the number of copyholds and small 
freeholds. And everywhere, as again the Report overlooks, there 
has been a gradual transfer of the other functions of the Manorial 
Courts to the more centralised jurisdiction of Assizes, Police 
Courts, Inland Revenue Offices, and County Councils. The 
manor, as a self-governing community, slowly passed away, and 
much of the natural social life of the village went with it. 

By means of Football Clubs, Women’s Institutes, and Rural 
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Community Councils, we are trying painfully to put something 
together again, but, with the real business of the village perforce 
excluded, no complete remedy is possible. No shadowy control 
by a County Agricultural Authority will supply the local know- 
ledge and personal touch of the homager in a Manorial Court 
dealing with the affairs of his own parish, especially with the joint 
cultivation of common fields, in which his neighbour’s strips lay 
unenclosed next his own: to elect representatives on a County 
Committee is a poor substitute. 

How then are we to reach our object—the enrichment of 
the social life of the village and the replacement of the com- 
munal activities of the medizval manor, gone themselves beyond 
recall, with some modern substitute? Much has already been 
done. Among further possibilities I think the following are 
important. Firstly, an increase in the number of holdings, 
graduated in size; secondly, the organisation of large farms 
on a profit-sharing basis, as some few have been in the past; 
thirdly, the mutual support and intercourse that agricultural 
co-operative societies give; and fourthly, when possible, the 
establishment of industries other than agricultural in the country. 

But all this can be done within the framework of the present 
system of tenure, and indeed done better than under the costly 
and inefficient Liberal Scheme. The great and cardinal error 
of our would-be land reformers is that they have not used the 
landowner instead of abusing him. There are bad landlords as 
there are bad farmers, but there are also many progressive and 
intelligent landowners with a high standard of public duty. 
Modify the Acts which, by increasing unduly the farmer’s security 
of tenure, have, as the Liberal Report allows, injured agri- 
culture; give the landowner official support in dealing with 
bad farmers, some encouragement to initiate changes when 
they are needed, and peace from threats of confiscation. A 
well-considered scheme of rural reform can then be carried 
through by his help, more easily, swiftly and successfully than 
without him. 

As long as costs remain relatively high, landowners will need 
subsidies for building, as Local Authorities do, but with this 
help towards the cost of houses and farm buildings, small holdings 
can be multiplied, where soil and markets give them a fair 
chance. The opposition comes, not from landowners, but from 
large farmers. I speak that I do know. On two small estates 
in the West of England I have created three cottage holdings, 
and cut two small farms out of large ones, thereby losing two 
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large farmers--one who threatened to leave if I carried out my 
intention, and was taken at his word, and one because my small 
holder proved quite intolerable as a neighbour. Naturally, no 
tenant likes to have land taken away for other purposes, and 
some small holders are very troublesome in allowing their stock 
to stray in search of free meals. They are often a nuisance in 
this and other ways, but still must be encouraged for reasons of 
public policy. 

County Councils already own much land—indeed in some 
counties, e.g. Cambridgeshire, the County Council is the largest 
landowner. Some of their small holdings have proved a heavy 
financial burden, but others are a success, and there is no reason 
why this form of tenure should not be multiplied. It has the 
advantage of lending itself to the development of colonies of 
small holdings, where adequate supervision, help and advice can 
most easily be arranged. When small holders will consent to 
co-operate, this may become important. At present, for the 
most part, they are as individualist as large farmers, and there 
is more hope for them when scattered on private estates, so that 
each man can find a retail market in his own neighbourhood. 

Again, some farmers are willing to buy land, though usually 
only under pressure. The number of small owners may perhaps 
be increased, and to this possibility some of the Conservative 
Party seem to look for a complete solution of rural problems. 
I wish they were right, but I am almost sure that they will be 
disappointed. Without the restrictions of feudal times, small 
freeholds tend to disappear again. The English farmer does not 
want to buy land; he can use his capital more profitably by 
stocking it, and he likes to retain the power of moving to a 
larger or a smaller farm. What he really likes is to be tenant 
on a large estate, and, as the owner of a very small one, I quite 
see his point. The outcry about “security of tenure,” to use 
plain words, is very largely nonsense. Landlords are generally 
quite willing to grant leases; it is the tenant who demands a 
yearly agreement. He knows he is most unlikely to be turned 
out, and he retains his own freedom. On a yearly agreement, 
it is heads he wins and tails his landlord loses. Anyhow, under 
the present law, he gets compensation on leaving for improve- 
ments he has made, and, if his landlord gives him notice, com- 
pensation for disturbance. He has too much security—not too 
little—and, good fellow though he usually is, he is sometimes 
inclined to take things easy in consequence. 

I have no sorrow for the farmer’s insecurity of tenure, though 
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all the Liberals in England weep sympathetic tears; as regards 
his landlord he can look after himself. But to improve the 
present lot and future prospects of the labourer should be a 
real object of our efforts. Of course, here again, there is much 
exaggeration. On good farms he is not as badly off as some 
folks like to think, and, on the whole, is in a better position 
than before the War. But it is often difficult for him to obtain 
land if he wants it; in the south of England there is seldom a 
graduated ladder of holdings up which he can climb. 

Where soil and markets are favourable, such ladders should 
be multiplied, both by County Councils and by private land- 
owners, for those exceptional men who have the will and 
the ability to use them. First there is the cottage with a 
garden. Even with the subsidy available for private enterprise 
it is now impossible to build and let rural cottages on an economic 
footing. Before the War this was just possible in favourable 
conditions, and on one small estate in Devonshire it had been 
done in connection with a scheme for letting as many cottages 
as possible direct to the occupier.1 Tied cottages are a necessary 
evil, and should be reduced to the lowest convenient numbers. 
As costs come down, or more encouragement is given to the 
private builder, landowners may again be able to erect cottages. 
Meanwhile, they can give land to local authorities or sell it at 
low prices where cottages are needed. To those who refuse, 
compulsory powers may well be applied. 

Next to the cottage and garden comes what I have called 
above the cottage holding, in which, personally, I have much 
faith. It varies in size according to the soil, from half an acre 
to perhaps five acres, and helps to support a jobbing labourer 
who works for neighbouring farmers or others when they need 
him, and fills in time on his own land. Then we have the present 
small holding, on which a hard worker can just make a living, 
though a sensible man supplements it by carting or other 
activities. The restriction of a statutory “small holding” to 
one of fifty acres should be removed. Economic inquiries, quoted 
in the Report and elsewhere, are bringing out the fact that the 
small farm which gives the largest net return per acre runs 
from 50 to 150 acres, according to soil and type of cultivation. 
This is the economic unit for one pair of horses, and represents 
the ‘‘family farm,” which largely avoids labour troubles. It 

1 “ Agricultural Labour and Rural Housing,’ W.C.D. and C. D. Whetham, 


Edinburgh Review, July 1913, Vol. 218, p. 42. Rural Housing, W. C. D. 
Whetham, Exeter Diocesan Conference, November 1913. 
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is a significant fact that holdings of this size are increasing in 


. number at the expense of both smaller and larger ones. 


Many landowners are willing to finance promising men to 
start them in small holdings on their own estates, or guarantee 
a loan for them from the bank. I have done so myself, and 
never lost thereby. Perhaps an extended system of public 
credit might be arranged for applicants for County Council 
holdings, but it is difficult for the Councils to select and supervise 
or grant public credit to men who wish to set up on private 
estates. 

Profit-sharing schemes have been rather in abeyance since 
there have been no profits to share, but, when more normal times 
return, farming landowners are the most likely agriculturlaists 
to develop a system in which some of them were pioneers. Corn 
growing is best done on the large scale, and, in some parts of 
the country, especially in those unsuitable for small holdings, 
posts of increasing responsibility on large farms with a share of 
the profits should offer to competent men an alternative ladder to 
a graduated scale of holdings. 

But, when all is said and done, the solution of our present 
agricultural difficulties is mainly an affair of prices and costs. 
The farmer, all unconscious of the underlying monetary causes, 
blames free trade for ills which present themselves to him in 
the guise of foreign competition. He has more to gain by 
stabilisation of the general price level than most men. This 
he can do nothing to secure. Again, he needs some assistance 
in his rather ineffectual struggles with dealers and middlemen. 
I have much sympathy with the idea that the farmer should 
be primarily an agriculturalist, and should somehow be relieved 
or relieve himself of the specialised work of marketing his pro- 
duce. It is difficult to get him to co-operate for “ orderly 
marketing ” of the American or Danish type, but here, too, 
landowners have been useful in the past and, if appealed to and 
encouraged, might be useful in the future. 

Both subsidies and protection must be ruled out of practical 
politics as far as established crops are concerned, but, to start 
new developments like the growing of sugar-beet, Government 
help is now accepted by nearly everyone as necessary and 
desirable. 

For more modest measures of amelioration and reform, 
landowners already on the spot with local knowledge and a 
more detached outlook than ordinary farmers are the best agents 
through whom to work. I believe more might be done to improve 
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rural life by joint consultation and action of the Ministry of 
Agriculture and the Central Landowners’ Association, working 
locally through landowners, than by all the democratic County 
Agricultural Authorities imagined by the Liberal Land Report. 

But, with two of our three political parties now committed 
to the principle of land-nationalisation, it would be foolish to 
ignore the possibility of a coalition between them to carry through 
some definite scheme. I think the loss, both socially and 
economically, would exceed the gain. If, however, the nation 
should decide to take possession of the land, three conditions 
seem to me to be essential: firstly, adequate compensation on 
equitable terms for the owners; secondly, administration under 
the County Councils by competent professional land-agents, 
as in the scheme of Messrs. Orwin and Peel; and, thirdly, a 
sensible, straightforward system of tenancy, either on yearly 
agreements or leases for definite periods, whereby the nation, 
which will have to bear much of the loss in bad years, may 
recover some of it when times are good. With the ever-widening 
residential areas round towns, I think the State, by establishing 
for the first time a real monopoly in land, might make complete 
expropriation pay its way. But, if so, I feel sure that the profit 
will be made on building and other urban values, and not on 
national dealings with agricultural land. 

C. DaMPIER WHETHAM 











THE PROFIT CYCLE IN AGRICULTURE 


SOME NOTES ON FACTORS WHICH AFFECT ITS INTENSITY 


I. CHARACTERISTICS OF AGRICULTURAL INDUSTRIES 


In order to understand the effects of the so-called ‘“ trade 
cycle’ on agricultural industries it is necessary to bear in mind 
certain essential characteristics which differentiate agriculture 
from ‘ industry.’’1 These will be stated in summary fashion 
without any prolonged discussion. 

1. In general the supply in use of the agents of production in 
agriculture, and therefore the supply of the sum-total of agri- 
cultural commodities, is less elastic than in industry. The 
supply of land in use for agricultural purposes especially does 
not vary so readily in response to changes in the demand for its 
products as does the supply of the other agents, or the supply of 
land for industrial purposes. In general an increased supply of 
land takes the form of new investments in material resources 
in the nature of roads or railways, the drainage of swamps, irri- 
gation works, the clearing of forests, and so on. The heavy 
investment of capital involved, and the length of time which 
usually must elapse before such lands are brought into full bearing, 
cause a considerable inertia, which must be overcome before 
conditions of boom result in any marked increase in agricultural 
output from this cause. Any increase is likely to be delayed, 
and may only realise its full effects when reaction has set in. 

Conversely, the losses attendant on abandonment or incom- 
plete use are so very great as very much to reduce the temptation 
to such a course, when the anticipations on which the increase 
is based are proved to be incorrect. 

2. The same conditions apply in large measure to the invest- 
ment of capital by individual agriculturists, as well as to the 
more communal forms. Although some increase in output may 
be effected through improvements, the increased use of fertilisers, 
the purchase of high-quality stock, and so on, the operation of 
the law of diminishing returns imposes an early and definite 
limitation on such a policy. Although the supply of material 
capital of the above sorts is potentially more elastic than the 
supply of land, especially than the supply of land on farms already 
in existence, the effect of diminishing returns is to make the 


1 By “ industry ”’ will be meant the extractive and manufacturing industries. 
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demand for such capital inelastic. Land, as the agent in short 
supply, becomes the limiting factor making difficult the pro- 
fitable increase in the use of the agents in more elastic supply. 
If, however, the supply of the more fixed and permanent forms 
in the shape of drains, fences and outbuildings is augmented, it 
does not greatly require the use of extra labour to keep it in 
repair, especially as this sort of work can be done during intervals 
between agricultural processes. The incentive to leave capital 
idle during periods of reduced demand is therefore less than in 
manufacture or mining. ‘The net result of these conditions is a 
considerable inelasticity in the supply of agricultural com- 
modities taken as a whole. 

There is the further consideration that even though the use 
of fertilisers is reduced, or improvements are neglected, any 
decline in production from this cause is gradual and not apparent 
for some time. 

3. On the whole, the ratio of investment in the more per- 
manent forms of capital, such as land, buildings and improve- 
ments to investment in machinery and more fluid forms of capital, 
is probably higher than in industry. Machinery plays a smaller 
part owing to the small size of the productive unit, the varied 
and non-specialised nature of production,! and the seasonal 
nature of its use. So, taking land, buildings, improvements, 
plant, machinery, live-stock, seed, fertilisers, etc. as a whole, 
the supply of these agents is undoubtedly less elastic than the 
supply of the agents used in industry. 

4. Inelasticity of agricultural output is accentuated by the 
nature of the labour supply. The great bulk of the labour is 
family labour.2, The farmer has therefore little incentive to 
curtail production by dismissing labour when the price of his 
products falls. Indeed he is more likely to increase the intensity 


1 In Great Britain this characteristic is less marked, and there appears to 
be a strong tendency towards productive specialisation. The same applies to 
many capitalistic ranches and stations. Taking the world as a whole, however, 
the representative farm produces more than one crop. 

2 Again, it is necessary to introduce a qualification in respect of Great 
Britain, where hired labour is more important in the rural economy than in most 
young countries, or in the greater part of Western Europe. Nevertheless, since 
agricultural labour is highly skilled, the supply is less elastic than in industry, 
even in Great Britain. There is the further consideration that during certain 
parts of the year certain processes must go on even in bad times. The demand 
for labour for these processes is therefore inelastic. This tends to increase the 
inelasticity of supply for other processes, both because it tends to reduce the 
reserve of marginal workers,—except unskilled or semi-skilled labour for harvest 
and similar periods,—and because the supply of labour to meet the inelastic 
part of the demand can only be obtained through providing some other employ- 
ment in addition. 
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of his own efforts. For the same reason it is difficult to augment 
the supply of labour when prices rise. The reserve of labour is less 
than in industry, except perhaps in some districts during harvest. 

5. The economic lag in production, 7.e. the length of time 
incurred from the commencement of production to when the 
crop is marketed, is greater than in industry. This delays the 
response to a given change in demand, and lends an added element 
of uncertainty as to conditions when crops will be marketed. 
This factor therefore increases the inertia of production. 

6. Agriculture is organised into a large number of small- 
scale productive units, very loosely integrated, and separated 
by a long line of transporters, manufacturers and middlemen 
from the ultimate consumer. With some notable exceptions, 
anarchy in agricultural production is paralleled by chaos in the 
organisation of marketing. Not only do these factors, together 
with the influence of the weather on crop yields, make it difficult 
to control output, but also they increase risks. 

7. Largely as a result of the factors described, it is difficult 
to create a credit machine which is both safe and resilient. Much 
credit is of a personal nature, and is apt to become “ frozen ”’ 
during times of depression. The length of the processes for which 
credit is required, unforeseen elements of change dependent on 
physical phenomena, and the difficulty of estimating the value 
of the security offered, lend added elements of risk which dis- 
courage advances except when a considerable increase in profit 
margins causes the face value of the security to appreciate 
greatly. The tendency is, therefore, for a delayed response to 
the increased demand for credit during the early stages of boom, 
to be followed by a rapid increase when reaction is imminent. 

On the whole the above conditions imply a considerable 
intractability of production in agriculture as compared with 
industry. Although some variation in total output may occur, 
this will be much less than in manufacturing or mining. The 
intractability of production downwards is probably greater than 
the intractability upwards, and increases tend to be permanent. 


2 During the post-war boom in the United States, the maximum increase in 
the volume of farm commodities over the average figures for 1911-13 was 16 
percent. The output of mines increased 32 per,cent., manufactured farm products 
26 per cent., manufactured mineral products 48 per cent. The marked annual 
fluctuations in agricultural output suggest that the influence of the weather was 
important, and that the increase due to the trade cycle was much less than the 
percentage quoted. The maximum increase of the three-year moving average 
was only 9 per cent. for farm products, as against 29 per cent. for the products 
of mines, 46 per cent. for mineral manufactures, 21 per cent. for manufactured 
farm products, and 34 per cent. for all manufactured goods. See The Agri- 
cultural Crisis and its Causes, 67th Congress, Ist Session, Report No. 408, Part I 
Table C—S, p. 47. 
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The possibility of varying the expenditure of productive resources 
on a given crop is usually much greater than the possibility of 
variation on crops as a whole; but such variation as occurs is 
likely to be delayed, and on balance accentuates the effects of 
the cycle on farm profits.1 

For these reasons, I consider that the trade cycle in agriculture 
is mainly a cycle in profits rather than a cycle in output. It is 
proposed, therefore, to concentrate on the factors other than 
variation in output which affect the margin between cost of 
production and selling price as being the main elements in profit 
variations during the trade cycle.” 


II. Tue Prorit CycLtE In AGRICULTURE 


1. Factors affecting Costs.—It is convenient first to consider 
factors affecting cost of production. 

Unless we accept the crop cycle theory of the trade cycle, 
we may take it that the incentive to the profit cycle in agriculture 
comes from outside, in the form of an increased demand for 
agricultural commodities followed by a reaction during which 
demand drops. This view is supported by the fact that agri- 
cultural prices usually rise before manufactured consumers’ goods 
during conditions of boom, and fall before them during depression.*® 


1 The delayed response to changes in demand is shown by the export volumes 
of farm products from New Zealand during the post-war boom. The maximum 
export of wool occurred in 1922, butter in 1923, cheese in 1921, in each case some 
time after reaction had set in. See N.Z. Official Year Book, 1925, pp. 296-301. 

Because of the comparatively small variation in agricultural output, some 
writers appear to believe that the trade cycle in agriculture is not serious. ‘‘ The 
effects on production as a whole,” says Hawtrey, “‘ will be those which have been 
described, but will be very unevenly distributed among the several industries. 
Agriculture, for example, will be hardly touched. The stock of cereals are not 
subject to immediate variation, since they are replenished by the natural growth 
of the crops. The market for meat is no doubt affected, both because the supply 
is subject to more direct control, and because the demand for meat is more elastic 
than the demand for bread. But nevertheless, for agriculture, trade depressions 
are hardly a matter of urgent practical moment.’’—Good and Bad Trade, p. 205. 
It is one thing to show that variation in the volume of production is small, and 
quite another to assume that the problem is therefore not urgent. 

2 The increase in agricultural output in the United States, 1909-19, was 
due largely to an increase in acreage, and only slightly to an increase in output 
peracre. See The Agricultural Crisis and its Causes, p. 14. Variation in profits 
on farm businesses were due almost entirely, therefore, to conditions to be 
described. It is believed that this is generally true. (Note.——A change in the 
direction of production within the industry from one crop to another tells us 
nothing about the change in the total of plant and animal “ units,’”’ and in the 
absence of any knowledge on this point it is legitimate to consider any increase 
in gross farm returns on this score as of the same nature as an increase dependent 
on increased price, operating on an unchanged output of plant and anime] units.) 

3 See Mitchell, Business Cycles, pp. 99-102. If the crop cycle theory of the 
trade cycle were true, and periods of industrial boom depended on high crop 
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We shall, therefore, assume a cycle of rising and falling prices 
for agricultural products dependent primarily on changes in 
conditions of demand. 

A rise in agricultural prices is accompanied by a lagging rise 
in cost of production dependent upon two factors, (A) the economic 
lag in production, (B) the lagging rise in “ instantaneous ”’ costs.! 

(A) The Economic Lag.—The economic lag has been defined 
as the period during which production costs are incurred before 
a crop is marketed. We must modify our definition to allow 
for variation in productive expenditure through time. “If a 
farmer’s costs were spread evenly over the farming year, from an 
autumn sowing to harvest, and the produce were sold at the 
following Christmas, the costs would begin at fifteen and end 
at three months before sale—an average lag of nine months.” 2 
In practice, the outlay occurs at irregular intervals, so that to 
find the real significance of the economic lag, the various items of 
expenditure must be weighted by the time elapsing from when 
the cost is incurred to when the crop is marketed. Whetham 
finds the weighted economic lag by multiplying the average 
number of months before sale of each item of expenditure into 
the fraction which it bears to the whole cost of production of 
the crop. The sum of the weighted lags gives the economic lag 
for each crop. The term economic lag is used in this sense. It 
follows that the economic lag will be greater, the longer the 
average number of “ production months” before sale, and the 
heavier the expenditure in the items for which this average is high. 

The economic lag in agriculture is often very long, much more 
so than in the majority of manufacturing industries. This is 
due, first to the long gestation period of many crops, second to 
the length of time in preparation for them. In the production 
of wheat, for example, the economic lag includes costs in pre- 
paring the seed bed—some of which may go back several seasons 
owing to manurial residue, etc.—as well as in the care and the 
harvesting of the growing crop. It follows, therefore, that the 
longer these costs are incurred before sowing, and the longer the 
period of growth, the longer the economic lag. The importance 





yields, we should expect agricultural prices to fall before a period of industrial 
expansion, and rise before a period of contraction. The yield of crops does, of 
course, have some influence on he course of the cycle. 

1 By “instantaneous ’”’ costs is meant costs from which the time element 
is eliminated; that is, it is assumed that production is instantaneous and goods 
are sold immediately. 

2 “The Economic Lag of Agriculture,” C. D. Whetham, Economic JouRNaL, 
December 1925, p. 537. 
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of these factors may be realised when it is remembered that it 
takes upwards of two years to prepare a beef animal for the 
market, while such crops as coffee do not come into bearing for 
some five years after planting, and some fruits may take ten or 
more years before they are in full bearing. 

The economic lag is important : first, because costs are incurred 
at one level of prices while the crop is marketed months or even 
years hence, when prices have altered. This increases the profit 
margin during rising prices and decreases it during falling prices. 
Second, because it increases the inelasticity of conditions of supply 
for reasons given above. The rise in price consequent on a given 
increase in demand is likely to be greater, therefore, the greater 
the economic lag. This is one factor making for a more rapid 
and greater increase in agricultural prices than in the price of 
manufactured consumers’ goods during a period of boom, and so 
is a secondary influence making for a rise in agricultural profit 
margins. 

(B) The Lag in Instantaneous Costs. 

(a) Importance of the Lag in Instantaneous Costs.—Even if 
instantaneous costs and selling prices moved exactly parallel, or 
the cost of production bore a constant relation to the selling price, 
the fact of the economic lag in production would ensure some- 
thing of a windfall gain or loss to the producer; but in fact they 
do not. There is a strong tendency for instantaneous costs to 
lag behind selling prices, especially in the early stages of boom. 

The combined effect of the economic lag and the lag in 
instantaneous costs is a considerable conjuncture gain to agri- 
cultural producers during rising prices, and a loss during falling 
prices, dependent on a wide variation in profit margins operating 
on a basis of agricultural output which is fairly stable apart 
from variations due to physical causes. In most cases there is 
reason to believe that this represents not merely a change in the 
total of money profits, but also a considerable change in the 
purchasing power of agricultural producers.! 

(b) The Distribution of Expenditure. Factors affecting the 
Lag in Costs.—As far as the individual farmer is concerned, the 
main items of expenditure may be roughly classified as follows : 


1 On this point see The Agricultural Crisis and its Causes (U.S.), Part I, 
pp. 27, 51, 54 (various Tables). After an examination of these figures, the 
writer is of the opinion that they provide an approximate but conservative index 
of changes in the purchasing power of agricultural producers during the years 
1909-21. Estimates of the increase in purchasing power of agricultural net 
income over the year 1913 vary from 17 per cent. to 90 per cent. according to the 
figures used. 
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(1) Rent of land in the case of a tenant, or interest on capital 
invested in land (or improvements) in the case of a farming owner. 
(2) Interest on capital invested other than in land, 7.e. in stock, 
implements, etc. (3) Depreciation on these, or the replacement 
of such capital of this sort as is worn out. (4) Labour. 
(5) “‘ Incidental ’’ expenses in the nature of seeds, feed-stuffs, 
fertilisers and so on. 

The relevance of these items of expenditure to our subject 
consists in the length of time which passes before a new level 
of charges in respect of them must be incurred, together with the 
degree of interim change in this level. In other words, it depends 
on the length of time during which these charges remain fixed. 
From this point of view the above expenses are arranged 
approximately in descending order of fixity. 

As regards the first item there is a difference in degree, but 
not in kind, between tenantry and farming ownership. If the 
farmer is a tenant, the agricultural rent he pays is compounded 
of economic rent proper plus interest invested in immovable 
forms of property. If he is a farming owner, the interest he pays 
(or should allow if his own capital is invested) is compounded of 
the same items. Although these charges for tenantry and 
ownership do not exactly coincide,! the main difference from our 
point of view is in the length of the contractual charges in the 
two forms of tenure. In both cases the charges to be levied against 
income are fixed for a period; but the length of the period is, 
in general, greater under ownership. The outgoings under rent 
or interest will not usually be adjusted until the existing rent 
contracts expire, or the land is transferred, though mortgages 
may have to be renewed at a higher or lower rate of interest 
between one transfer and the next. The burden of mortgage 
or rent charges is therefore steadily falling as prices rise, and 
can be provided against by the sale of a smaller quantity of 
produce. Conversely, when prices are falling, the burden of 
these charges is increased. 

The same applies in regard to such agents as stock or imple- 
ments. It is legitimate to allow against these, interest on the 
capital invested and some provision against replacement. The 
period during which the former charge is fixed depends mainly 
on the length of useful life of the instruments. During this 
period they will enjoy a quasi-rent when prices are rising in the 

1 For an excellent account of the causes of the disparity between the two, 


see The Relation of Land Income to Land Value, C. R. Chambers, U.S. Dept. 
Agric., Bull. No. 1224, passim. 
D2 
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same way as investment in land and improvements. When 
prices are falling, the burden of charges against them will rise 
in terms of purchasing power. If we take the effective life of 
the instruments as ten years, we may conveniently assume that 
one-tenth of the instruments will be replaced annually, but the 
remaining nine-tenths will enjoy a quasi-rent during rising prices 
in greater or less degree, according to the time at which the 
instruments were bought or reared. There is the presumption 
that the effects of the fixed interest charges will outweigh the 
effects of charges against replacement. 

As regards incidental expenses of various sorts, the issue is 
not clear; but since, in general, agricultural prices rise and fall 
more rapidly and to a greater degree than the price of finished 
goods, and since some portion of the expenses will be involved 
in the purchase of non-agricultural goods, there is the possibility 
of some slight differential gain during rising prices and loss during 
falling prices. On the other hand, goods of this sort of agricultural 
origin may rise and fall in price more than the price of the finished 
farm product. Hay may rise in price more than butter or beef. 
Evidence is not sufficiently clear to generalise with safety, and 
effects will vary considerably on different farms and in respect of 
different types of farming. 

Hired labour costs would in most cases rise more slowly 
during a period of boom than agricultural prices, at any rate 
during the earlier periods, but would fall more slowly when 
reaction set in. Nevertheless, the rise would be more rapid 
than the rise of other costs, except, perhaps, incidental expenses. 
On hired labour, as well as on the labour of himself and family, 
the farmer would enjoy some differential gain, at any rate during 
the early stages of a period of boom; but since, except in the 
United Kingdom, the great bulk of the labour supplied is family 
labour, the effect of the period of boom is very much to increase 
the net income of agriculturists, even when all allowances are 
made in respect of rent, interest, depreciation and incidental 
expenses. This net increase is compounded of an increase in 
labour returns (compared with the current rate of wages), together 
with expenses of management and a quasi-rent on the items we 
have considered, such as land, stock and farm implements. 

The theoretical and practical allotment of the gains to the 
various agents would be difficult and need not concern us. It is 
sufficient to indicate that, on a priori grounds, we should expect 
a high increase in the net income of agriculturists—call it profit, 
or labour income, or what you will—during rising prices, and a 
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marked fall during falling prices. We should expect this variation 
to be greater, (a) the greater the variation in prices, (b) the greater 
the economic lag, (c) the longer the period over which costs such 
as agricultural rent and interest are stable, (d) the longer the life 
of the instruments requiring replacement, (e) the greater the 
proportion of total expenditure attributable to (c) and (d), and 
the less the proportion attributable to incidental expenses and 
hired labour. The continuity of the rise and fall of the various 
curves of costs will be greater as the degree of fixity becomes 
less; that is, the rise or fall in the costs attributable to land 
will be sharp and infrequent, that attributable to incidental costs 
will be steady and continuous. 

As an indication of the broad effects of the trade cycle on 
agricultural income, the following tables are instructive, though 
they are not sufficiently explicit to admit of any very detailed 
conclusions. For convenience, actual figures have been computed 
into an index with the first year as base, except in the case of 
labour income (Table I), for which actual figures are given. 


TABLE I 


Summary of the Farm Business on Thirty-eight Owner-Operator 
Farms in the United States, 1917-21 


(Base, figures for 1917 = 100) 











Index. 

Year. 1917 1918 1919 1920 1921 
Total Recepits .... . 100 227 285 378 190 
Total Expenses. . .. . 100 147 200 262 244 
Net Farm Income... . 100 308 375 500 136 

.. Farm Income 

Ratio Total Receipts . . e 100 180 132 132 71 
Labour Income in Dollars . | —883 3757 4249 5835 |—2158 




















(After U.S. Dept. Agric. Bureau of Agric. Econ. Preliminary Report on Incomes 
and Profits of 100 Fruit Farms, Polk Country, Florida, by W. C. Funk.) 

An examination of Table I shows that all figures with the 
exception of the ratio of farm income to total receipts rise until 
1920 (the peak of the boom), then fall. The rise is more rapid 
and greater for gross receipts than for total expenses, as also is 
the fall after 1920, with the result that the percentage rise and 
fall of net income is also greater. The ratio of farm income to 


1 An examination of Charts IV-XIII, Enfield, The Agricultural Crisis, sub- 
stantially bears out our conclusions in respect of Great Britain. 
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Tas_e IT 
Summary of Farm Business on 2195 Danish Farms, 1917-18 
to 1922-23 
(Base, figures for 1917-18 = 100) 
Index. 
Year. 1917-18} 1918-19 | 1919-20} 1920-21 | 1921-22 | 1922-23 
Gross Returns. . 100 122 146 169 119 124 
Gross Expenses .  . 100 113 154 197 165 150 
Net Returns. . . 100 141 129 108 15 68 
Mo | ome 118 89 64 13 55 
Gross Returns 























(After ‘‘ Agricultural Book-keeping in Denmark,” by E. Thomas, in The 
Scottish Journal of Agriculture, Vol. VII, No. 4, October 1924.) 


total receipts rises in 1918, but falls thereafter. It is unfortunate 
that the data do not go back beyond 1917, but apart from such 
influences as the weather, it seems probable that the movement is 
of the same sort in the years immediately preceding. The figures 
indicate that while net income rises more sharply than gross 
income up to 1918, owing to the economic lag and the lag in 
instantaneous costs, costs begin to catch up after that date. 
The level of costs begins to rise more rapidly than the level of 
selling prices some time before reaction in prices sets in. The 
lag in the earlier years is such, however, that the total percentage 
rise in expenses is less than the total percentage rise in gross 
receipts, so that during the whole period of rising receipts, the 
combined lags bring a conjuncture gain to the agriculturist 
over the gain at the beginning of the period. This is shown by 
the movement of labour income, obtained by subtracting from 
the farm income, interest on capital at 8 per cent. In 1917 
labour income is negative, becomes positive in 1918, increases till 
1920, then falls so sharply as to become negative again. That 
is, if all capital represented by the value of land, trees, etc., 
were borrowed, farmers would be earning a minus income in 
1917 and again in 1921. 

Conclusions from the above are perhaps vitiated somewhat 
by varying yields during the period ; but the figures from Denmark 
lead to the same results, except that the percentage rise in the 
curve of total expenses is greater than the rise in the curve of 
gross receipts, and expenses eat up receipts almost completely. 
This is in part due to the smaller percentage rise in gross returns ; 
but if we may venture to generalise without the use of precise 
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data, we may conclude that the smaller rise in net income than 
in Table I, and the earlier reaction, are due in large measure to 
the fact that the economic lag is shorter, and that expenses which 
we have called “ incidental,’ especially purchased feed-stufts, 
bear a higher ratio to total expenses of production, thus supporting 
our general conclusions.! . The fall in net income, therefore, begins 
earlier, while gross receipts are still rising, and the percentage 
rise in net income during 1917-18 is also less. 

These figures are descriptive of the post-war cycle over a 
limited field; but it is believed that they represent general types 
of curves describing the normal course of the trade cycle, differ- 
ences being only in degree. 

(c) Land Values and the Trade Cycle in Agriculture.—One of 
the most significant factors affecting the course of the profit 
cycle in agriculture is the movement of land values, particularly 
if the general cycle on which the cycle in agriculture depends is 
prolonged or intense. A brief statement of the conditions 
affecting land values is important. 

Under static conditions the value of land at any given time 
would be its capitalised rental at that time, at current rates of 
interest. That is to say, if a farm could be let at £10 per acre 
per year, as a productive agent, and the rate of interest were 
5 per cent., then the value of the land would be £200 per acre. 
The real underlying condition determining the net rent is the 
prospective farmer’s estimate of his capacity to earn a certain 
minimum net income from the land under existing conditions of 
production. From his point of view, therefore, rent is the 
residual after deducting the desired minimum net income, plus 
costs of production other than those involved in payment for 
the use of the land, from the gross income.” Under static con- 
ditions the problem of land values would not be acute, since 
they would settle down to a level that would ensure that fictitious 
person, the average farmer, with the average desired minimum 
net income. In actual fact, of course, conditions are not static 
but changing, and the value of land is determined by (a) the rate 
of interest on farm mortgages, (b) the farm rental of the land at 

1 Enfield (op. cit., Charts IV, VIII, X and XII) substantiates this view. 
The cost of feed-stuffs and fertilisers in the United Kingdom rises more rapidly 
than labour, horse maintenance, rural rates and railway transport, and in some 
cases than the price of the agricultural commodity. 

2 It is not suggested that each farmer enters into elaborate calculations as 
to what he can earn from the land, but simply that under static conditions, 


communal experience would cause land values to closely approximate to the 
level at which this desired minimum net income could be earned under repre- 


sentative conditions. 
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the time as determined by its value as an agent of production, 
(c) anticipated increases or decreases in the net income of 
agriculturists. 

Buyers and sellers arrive at future changes in the farm rent 
of land by projecting increases or decreases during immediately 
preceding years into the future. If rent contracts are adjusted 
with sufficient frequency, then the cash rental approximates very 
closely under commercial conditions to the real productive value 
of the land. That is, it is such as will, on the average, ensure 
the desired minimum net income to agriculturists. Under these 
conditions, land values diverge upwards or downwards from 
capitalised rents, according as anticipations are upwards or down- 
wards. In the same way, cash rents paid under long contracts 
would diverge from cash rents frequently adjusted to changed 
conditions. As long as anticipations are correct, any present 
loss due to a divergence of land values from capitalised cash 
rents would be made up in the future; but it is not likely that 
they will be correct, first, because the past, as agriculturists 
interpret it, is not a reliable guide to the future; second, because 
anticipations in a given direction are likely to be affected by mass 
psychology. 

During the early stages of the cycle in agriculture, experiences 
of the past few years cause under-anticipations of the future rise 
in farm rents, so that the buyer of land enjoys a conjuncture gain 
as prices rise. As prices continue to rise, and profit margins begin 
to increase owing to the causes enumerated, anticipations are 
increased, and the rise in land values becomes more rapid. Cash 
rents rise also, but more closely in accord with the rise in agri- 
cultural net income. Towards the end of the boom the rise in 
land values is sharp, and may continue even after prices begin 
to fall. During reaction, land values fall; but again anticipations 
are based on the experiences of the years immediately preceding, 
so that the fall is somewhat less than the fall in net income. 
If we isolate the effects of changing land values on farms which 
are transferred, and assume that transfers are continuous, then 
the movement of land values is such as to retain a quasi-rent 
to the agriculturist in the early stages of boom, which is eaten 
up as the boom proceeds, to be changed to a loss at a certain 
point. 

This is illustrated below in Table III, referring to conditions 
in the United States. 


1 See Chambers, op. cit., passim, for an account of the problems discussed 
in the above paragraphs. 
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TABLE III 


Index Number of Farm Prices (Crops and Live-stock) and of 
Land Values in the United States, 1913-23 


(Base, figures for 1913 = 100) 























Agricultural (Farm) Prices. Per cent. Ratio 
Year. Land Prices to Land 
fi ; Values. Values. 
Crop. Live-stock. |} Combined. 
1913 100 100 100 100 100 
1914 108 103 105 105 100 
1915 110 95 103 105 98 
1916 124 lll 118 lll 106 
1917 208 164 186 121 154 
1918 224 192 208 132 158 
1919 234 198 216 144 150 
1920 238 168 203 173 117 
1921 109 107 108 161 67 
1922 113 111 112 140 80 
1923 136 103 120 132 91 











(Figures of Farm Prices are taken from the Statistical Abstract of the United 
States, 1923, p. 574. Figures of Land Values are from a Mimeographed form 
kindly supplied by the Division of Crop and Labour Estimates, U.S. Dept. Agric. 
The actual figures of Land Values have been calculated into an index-number 
with figures for 1913 as base. The combined index of prices is unweighted as 
between crops and live-stock, but these latter indices are themselves weighted.) 

The figures show that prices begin to fall in 1919 in the case 
of live-stock, and in the following year in the case of crops. 
The most rapid rise in the curve of land values comes after 1919, 
when prices are just about to fall or have already begun. The 
significant figures are those showing the ratio of prices to land 
values. This ratio bears out the general contention made above. 
Prices rise more rapidly up to 1918. If our assumption is correct, 
that the lag in costs is also greater in the earlier years of boom, 
net agricultural income will rise still more rapidly. But the 
increasing anticipations of future income cause the rate of increase 
in land values to become greater, so that after 1918 the rise in 
land values is greater than that in prices. Experiences of the 
two or three years preceding 1920 again cause the fall in land 
values to be less, but they continue to fall after prices have again 
turned, so that after 1921 the ratio of prices to land values 
again rises. 

In this case also the effects of the war must be allowed for 
in intensifying the cycle, and possibly exaggerating the degree 
of pessimism in anticipations of future rises in net income during 
earlier years. It is believed, however, that the figures approxim- 
ately describe the relation of land values to prices during the 
course of a normal cycle. 
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The seriousness of the effects of the rise in land values on 
the prosperity of individual farmers during the cycle depends 
upon the time at which they took up their holdings and the 
degree of over-optimism in their estimates of the future trend of 
net income. Those who hold land during the whole course of 
the cycle will experience a marked variation in net income, but 
provided they have not incurred too many fresh liabilities the 
effects of reaction will not be disastrous. Those who have 
bought land in the later stages of boom will incur heavy losses, 
and if their equity is small they will probably fail. The effects 
on the agricultural community as a whole will depend on the 
number of transfers of land during the later stages of the upward 
movement. 

It is an observed fact that land values do not rise to the same 
extent in all localities, or in regions devoted to different crops. 
Other things being equal, the rise will be greater, (a) the greater 
the rise in the price of the product and the greater the lag in 
costs; in other words, the greater the rise in net income; (b) the 
smaller the rise in the rate of interest on farm mortgages, and the 
greater the ease with which credit can be obtained; (c) the fewer 
the customary or legal restrictions on land transfer; (d) largely 
dependent on these factors, the degree of speculative activity in 
land. During the existence of a given mortgage contract, the 
change in the rate of interest does not greatly matter, since, 
although it affects land values, it does not affect the sum-total of 
interest payment in respect of land. It does matter, however, 
when a mortgage has to be renewed at a new rate of interest. 

It is not proposed to discuss in any detail the above factors 
as they affect land values. It is sufficient to stress the fact that 
they do induce marked variations in the degree of rise during 
the course of the cycle. In the United Kingdom the rise in land 
values was probably not more than 20 per cent. during the post- 
war cycle. In the United States the rise seems to have been 
over 70 per cent. In New Zealand it varied from 50 per cent. 
in some districts to probably 150 per cent. in others. The dis- 
parity appears to be due to the fact that in the former country 
the pre-war values were on a basis that was partly social, and 
land values were higher than their productive value, credit was 
not obtained on such easy terms, and land transfers were not so 
frequent. In the United States, and certainly in New Zealand, 
credit was easy to obtain, at any rate during the later stages of 
boom, the activities of speculative dealers were marked, and land 
transfers were easy and frequent. It is probable also that, for 











1926] THE PROFIT CYCLE IN AGRICULTURE 43 


reasons to be described, the rise in the net income of agriculturists 
was greater in the latter countries. 

Very largely as the result of these influences, the post-war 
cycle was much more acute in these and other young countries 
than in the United Kingdom. 

2. The Movement of -Prices. 

(a) Market Value and Value at the Farm.—So far we have been 
concerned with factors affecting costs. There remains to consider 
the more important factors affecting selling prices. It is first 
necessary to consider the relationship between the gross value 
of crops at the market and their farm value. 

The difference between the two is made up of charges for 
transport and marketing. During the course of the cycle this 
margin is influenced by the lag in the cost of the services of 
transporting, assembling, grading, storing, selling and so on. If 
the charges are paid by the producer, this lag affects the farm 
value of crops directly, and causes it to rise somewhat more 
rapidly than the gross market value. If the product is bought 
directly on the farm, the costs are met by the various marketing 
agencies; but during conditions of boom the stronger bargaining 
position is in the hands of sellers, and the competition of marketing 
agencies among themselves will cause some portion at least of 
the gain from lagging costs to be passed on to producers, but 
probably not all of it. There is also to be remembered that 
middlemen purchasing for future sale will be tempted to increase 
stocks in anticipation of a rise in selling price, or in fear of a rise 
in buying price, thus increasing demand.! Further, some time 
elapses during which the marketing processes are performed. If 
prices rise during the interval, the economic lag brings a gain to 
the marketing agencies. Some portion of this will be passed on 
to producers, so that these factors will also tend to cause farm 
prices to rise more rapidly than gross market value. It must be 
borne in mind that there are several “‘ market ’’ values between 
the initial productive stage and the ultimate consumer. We 
should expect the margin of differential gain to increase as we 
moved backward to the original producer. 

During falling prices the processes would tend to be reversed, 
and farm values would fall more than market values.” 

Space does not admit of detailed analysis, but we accept 

1 See F. W. Taussig, Principles, pp. 405-6. 

2 For evidence in support of the general principle that the value of produce 
at the farm rises and falls to a greater extent than gross value at the market, 


see Report of the Joint Commission of Agricultural Enquiry, Part IV, Marketing 
and Distribution, 67th Congress, Ist Session, Report No. 408, pp. 208—25, 
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the general conclusion that the above tendencies will be greater, 
(a) the longer the time taken in the various marketing processes, 
including transport; (b) the more elastic conditions of demand, 
i.e. the greater the variation in demand during the course of the 
cycle; (c) the greater the costs of marketing in proportion to the 
farm value; (d) the greater the proportion of total marketing 
costs which are supplementary. 

We may illustrate with reference to the lag in transport costs 
during the post-war cycle. Table IV compares wheat freights 
by rail from Chicago to New York and the price of No. 2 red 
winter wheat in Chicago, 1913-23. 


TABLE IV 


Average Annual Railway Freight Rates per Bushel of Wheat from 
Chicago to New York, and average Annual price of No. 2 
Red Winter Wheat, Chicago, 1913-23 

















Freights, Price. Freights. Price, 
Year. Cents per Dollars per Year. Cents per Dollars per 

Bushel. Bushel. Bushel. Bushel. 
1913 9-6 0-88 1919 14-7 2-24 
1914 9-6 1-08 1920 16-68 2-22 
1915 10-08 1-13 1921 20-10 1-25 
1916 10-08 1-68 1922 19-65 1-14 
1917 10-08 2-25 1923 18-00 
1918 12-90 2-22 




















(Note.—Freights are for the calendar year, prices for the year July to the 
following June. Figures are from the United States Stat. Abs., 1923, pp. 221 
and 223.) 

Wheat prices reached their maximum in 1917, and remained 
stable until 1920, then fell rapidly. Freights rose more gradually 
in the early stages, but the rise was more rapid after 1917, the 
maximum being reached after wheat prices had begun to fall. 
Agriculture as a whole was severely hit by high transport rates 
when reaction set in, not only in the United States, but also 
throughout the world in general.+ 

The effects of other marketing and distributive charges are 
very similar. When functions are performed at a flat rate 


1 On the effects in the United States, see Agricultural Tribunal of Investi- 
gation, Cmd. 2145, Appendix IX, pp. 345-46. See also (U.S.) President’s Agri- 
cultural Conference, Release of January 14, 1925, and Report of the Joint Com- 
mission of Agricultural Enquiry, Part III., Transport, p. 10, and Chart A, 1. 
It is significant that complaints against high transport charges are a feature of 
every depression. See, for example, Venn, Foundations of Agricultural Economics, 
p. 267, and Final Report of Her Majesty’s Commissioners on Agricultural 
Depression, published in 1898, c. 8540, p. 131 et seq. 
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irrespective of value, the differential gains and losses to the 
producer are greatest unless the rate is revised. When crops 
are sold on a commission basis, the ratio of costs to market value 
remains unchanged, but since we have shown that net income 
rises more rapidly than gross farm receipts, at any rate during 
the early stages of boom, marketing commissions will bear a 
falling ratio to net income when they can best be borne, and a 
rising ratio when farm costs are catching up on selling prices. 

The method of marketing and the share of marketing functions 
borne by producers also affect the ratio of farm to market value. 
In the marketing of New Zealand dairy produce two methods are 
used. Either the co-operative factory sells the whole of the 
season’s output in advance, at a fixed price, or it sells on consign- 
ment, the Tooley Street merchants acting as agents on a com- 
mission basis. Under the latter plan the whole of the differential 
gains, including the rise in value during the period of transport, 
goes to the producer, who takes over the risk. In the former, 
some portion of it may go to the producer, but not all. As a 
matter of principle, it will pay factories to sell on consignment 
during rising prices, but to dispose of their produce in advance 
during falling prices. In practice the difference in returns from 
the two methods has often been considerable. 

(b) Conditions affecting Variations in Market Price.—A con- 
siderable amount of detailed study is necessary before we can 
arrive at any very satisfactory conclusions regarding the causes 
determining the course of prices of individual products. We 
must be content with certain broad generalisations. 

There are two main factors to be considered: the variability 
of demand during the cycle, and the elasticity of supply. As a 
rough generalisation the price of commodities used as the raw 
materials of manufacture will rise and fall more than the price of 
those which do not. Producers’ goods will vary more than con- 
sumers’ goods.!_ That is, goods which go directly to the consumer 
with little or no change in their form utility will, in general, vary 
less in price than goods which suffer change. This is substantiated 
by a comparison of the curves of Sauerbeck’s index-number of the 
wholesale prices of textile raw materials and of animal and vegetable 
food-stuffs, in which the former fluctuate much more violently. 
Similarly, a comparison of the export prices of wool from New 

1 See Mitchell, Business Cycles, pp. 461, 462, 562. ‘‘ This superior stability 
of consumers’ as compared with producers’ demand is confined, however, to the 
demaad for staples. Had we price data for consumers’ luxuries, we should 


find them exhibiting average variations equal to or greater than those of staple 
producers’ goods.” Ibid., p. 464. 
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Zealand with those of mutton or dairy produce shows that the 
first named fluctuates much more considerably about a general 
trend.! It does not follow, however, that the variation in agri- 
cultural net income will be greater in industries producing goods 
with wider price variation. The lag in costs and the divergence 
between market and farm values are additional factors affecting 
the profits’ equation. 

On a priori grounds also one would expect that, for a given 
increase in demand for the finished manufactured commodity 
using an agricultural raw material as a base, the rise in the 
price of the raw material would tend to be greater the greater the 
lag in manufacturing costs other than the cost of the raw material, 
and the smaller the proportion the cost of raw material bears 
to total cost. This is difficult to verify statistically. 

The factor affecting price on the supply side would be the 
degree of rapidity with which the supply of a given agricultural 
commodity could be increased in response to a given increase in 
demand. This would depend on the elasticity of supply in use 
of productive agents, the degree of economic lag in the production 
of the crop, and the ratio of the increase in agricultural net 
income due to the production of the given crop to the increase 
in net income due to the production of crops which compete for 
the use of resources. This last factor would determine the 
intensity of the incentive to increased production, the two former 
would determine the rapidity with which potential productive 
capacity to be used in the production of the given crop became 
actual in terms of finished agricultural goods. 


Ill. Summary or Conciusions. Economic EFFEctTs 


(a) Conclusions.—The course of the trade cycle in agriculture 
has been illustrated with reference to the post-war cycle; but, 
the effects of the war and of price regulation notwithstanding, it 
bears out the general conclusions reached on a priori grounds in 
respect of the normal cycle.2, We conclude that— 


1 See N.Z. Official Year Book, 1925, pp. 296—301. See also Warren and 
Pearson, The Agricultural Situation, pp. 174-77, comparing the price of wool 
with those of sheep and lambs. 

2 An examination of the evidence contained in the Final Report of Her 
Majesty’s Commissioners on Agricultural Depression, c. 8540, reveals the same 
phenomena of high mortgage charges, rents and other costs, resulting in a severe 
diminution of agricultural income during falling prices. See also The Truth 
about Agricultural Depression (1897) by F. A. Channing, M.P., and English 
Farming Past and Present, by Lord Ernle, Chapter XV, with reference to the 
depression after the Napoleonic wars. 
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1. The cycle in agriculture is mainly a cycle in profits. 

2. The economic lag and the lag in instantaneous costs 
cause agricultural net income to rise more than gross farm 
receipts during the early stages of boom. The differential gain 
thus occasioned is reduced as reaction sets in, and may be replaced 
by a differential loss due to the same causes. The variation in 
agricultural net income is likely to be greater, (a) the greater the 
variation in prices, (b) the greater the economic lag, (c) the longer 
the contracts entered into in respect of rent or interest on mort- 
gages, (d) the longer the life of the instruments requiring replace- 
ment, (e) the greater the proportion of total expenditure 
attributable to the forms of capital against which charges are 
stable over a period. 

3. The intensity of the period of depression following on a 
period of boom is increased by the increase in land values during 
rising prices, and by the number of transfers of land which occur 
during the later stages of boom. The increase in land values 
and in the number of transfers, will tend to be greater, (a) the 
greater the increase in net income, (b) the smaller the rise in the 
rate of interest on mortgages, (c) the fewer the restrictions on 
transfer, (d) the greater the speculative activity in land. 

4, During the cycle the movement of marketing costs, includ- 
ing transport, causes the farm values of agricultural crops to rise 
more than the market values, but during the reaction the lag 
in these costs causes farm values to fall more than market 
values. The intensity of the profits’ cycle in agriculture is thus 
increased. 

5. The prices of different agricultural commodities rise and 
fall at different rates. In general, we expect producers’ demand 
to vary more than consumers’ demand, and the price of staple 
raw materials to vary more than the price of staple food-stufts. 
For a given increase in the demand for finished products, using 
agricultural raw materials as a base, we expect price variations to 
be greater, (a) the greater the economic lag in manufacture and the 
greater the lag in instantaneous costs other than those involved 
in the purchase of raw materials, (b) the smaller the proportion 
of the cost of raw material to total cost of production. For a 
given increase in demand the rise in price will be greater, the 
greater the inelasticity of conditions of supply. 

(b) Economic Effects—Among the more general economic 
effects not specifically stressed we note the following as being 
the most important. 

1. The increase in land values and in the number of transfers 
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during conditions of boom causes a considerable increase in 
mortgage indebtedness. 

2. This is accompanied by an increase in the volume of short- 
term loans against chattel security.? 

3. When depression sets in, bankruptcies are increased * and 
forced sales to meet short-term loans are common.‘ 

4. The general effect of agricultural indebtedness is to increase 
the share of the national dividend accruing to producing debtors 
during rising prices and to creditors during falling prices. The 
net effect of the cycle is probably to reduce the share of the 
national dividend accruing to producers, in the long run. This 
is economically bad. 

5. During boom, credit becomes easy and its volume increases. 
During depression it becomes “ frozen,” and loans are secured on 
more onerous terms, thus increasing the difficulties of producers. 
Credit institutions are involved in difficulty and some may fail.® 

6. On balance, the cycle tends to reduce the average level of 
productive efficiency owing to (a) increased transfer of land and 
the purchase and holding of land for speculative purposes, 
(b) over-capitalisation during times of boom, (c) the fall in liquid 
resources during depression, (d) the re-distribution of productive 
effort on existing farms. This is almost certain to involve some 
temporary loss of momentum. 

7. In general, tenancy is inclined to increase. We believe 
this to be disadvantageous on the whole. 

8. Businesses performing the marketing functions expand 
during boom and tend to become over-capitalised. Profits 
increase during boom and decline during depression, and some 
businesses may fail. 

9. The lag in transport costs during rising prices brings 
about a disproportion between transport costs and market prices, 
and causes a regional re-distribution of industries. When prices 
fall, the ratio of transport costs to market values is again dis- 
turbed, and new industries established in districts remote from 
their markets suffer serious losses. The misdirection and loss 
of capital from this cause may be considerable.® 


1 On the increase of mortgage indebtedness in the United States, see U.S. 
Stat. Abstract, 1923, pp. 145-46. See also N.Z. Official Year Book, 1925, p. 689. 
On the increase in the number of transfers in New Zealand see op. cit., p. 383. 

2 See, for example, the increase in loans against agricultural and live-stock 
paper in the United States, 1917-23, U.S. Stat. Abstract, 1923, p. 623. 

® See Warren and Pearson, The Agricultural Situation, p. 49. 

* See Annual Report of the War Finance Corporation (U.S.A.), November 30, 
1922. 5 Ibid. 

6 See Agricultural Tribunal of Investigation, Cmd. 2145, Appendix IX, pp. 
345-46. 
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Enough has been said to combat effectively the idea that 
the trade cycle in agriculture is not serious. Although, in the 
present state of our knowledge of agricultural conditions it is not 
wise to be dogmatic, the present writer is of the opinion that 
the effects of the trade cycle in agriculture are as serious as in 
industry, even though they are less spectacular. The problems 
which have been very generally indicated in this paper are 
certainly worthy of careful and systematic investigation. 

I desire to thank Mr. J. A. Venn, of the School of Agriculture, 
Cambridge, for useful suggestions in the preparation of this 


paper. 
H. BELSHAW 
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THE GOLD STANDARD AND THE BALANCE 
OF PAYMENTS ! 


In the discussions which have recently passed regarding the 
re-establishment of the gold standard, prominence has been given 
to fears that our gold reserves may be threatened, particularly 
in the early stages, by an adverse balance of payments. It is 
argued that we may lose large amounts of gold either, for example, 
by excessive external investment or by a withdrawal of American 
balances. 

In this paper I propose to examine the relation of an adverse 
balance of payments to gold movements from a theoretical 
standpoint. 

The foreign exchange market is composed of dealers who carry 
on business at two or more centres, undertaking in each to buy 
and sell credits in the others. Anyone who wants to sell a credit 
in a foreign centre can bring to the dealer the bill, cheque or other 
instrument embodying his title to it, while anyone who wants 
to buy such a credit can obtain the appropriate instrument from 
the dealer. 

The foreign exchange market works, like all other markets, by 
equalising supply and demand. A dealer must have his stock-in- 
tradein the form of credits in each centre in which he is dealing, either 
bank credits orsuitable marketablesecurities. Upon those credits he 
draws when he sells the currency of that centre, and he replenishes 
them when he buys it. If his balances in any centre are too high 
or too low, he will endeavour in the first instance to adjust them 
by arrangement with other dealers in the contrary position. But 
it may happen that, after all such adjustments have been made, the 
balances of the dealers as a body in that centre are still too high 
or too low. In that case the remedy is the same as in any other 
market where the dealers’ stock-in-trade has become too high or 
too low. The price of the commodity must be lowered in the one 
case, raised in the other. 

The dealers in foreign exchange lower the price of a currency 
of which they hold too much, and raise the price of one of which 


1 A paper read before Section F of the British Association, Southampton, 
1925, 
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they hold too little. The price is quoted in terms of the currencies 
of other centres. 

At this point the process is materially modified by the use of a 
gold standard. 

The meaning of a gold standard is that credits are exchangeable 
for gold and gold for credits at a fixed rate (or at fixed rates differ- 
ing only fractionally). The currencies at several centres where this 
system exists are no longer independent. A balance remaining 
due from one centre to another can be paid without recourse to 
the exchange market, by the transmission of gold purchased in 
the debtor centre to be sold in the creditor centre. The existence 
of this alternative disables the dealers in exchange from re- 
establishing equilibrium in their market by raising or lowering 
the price of one currency in terms of another beyond the ratio at 
which the difference from gold parity will cover the cost of sending 
gold. As soon as they pass this limit, the bullion dealers will 
begin to move gold. 

The gold plays the part of settling a clearing balance, just like 
a payment made by one clearing bank to another. It equalises 
supply and demand not by an adjustment of the relative values 
of the currencies dealt in, but by providing a means of paying for 
the excess supply. If the excess supply were purely casual, that 
would be sufficient; but if it were due to some relatively per- 
manent cause, the result would be a continuing movement of gold, 
which might eventually exhaust the stock in the gold-exporting 
country. 

In managing a gold standard it is essential to have regard to 
the underlying causes of an adverse movement of the exchange, 
which culminates in an export of gold, in order that, if the cir- 
cumstances so require, steps may be taken to counteract those 
causes in time, and to prevent an undue loss of gold. 

In the first place the causes may be divided into two classes, 
monetary and other. By monetary causes are meant those 
affecting the wealth-value or purchasing power of the monetary 
units. A country may lose gold either because its own monetary 
unit is being depressed in value by an excessive expansion of credit, 
or because the monetary units of one or more foreign countries are 
being raised in value by a contraction of credit. 

Consider the former alternative. Credit expands, and the 
people receive a greater supply of the means of payment. More 
precisely the process is as follows. Dealers in commodities borrow 
more freely, and spend the proceeds in laying in fresh stocks. The 


producers from whom they buy receive the money as income, in 
E2 
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the form of additional profits and wages. As this additional 
income is spent, effective demand is increased. People buy more. 
They buy presumably all kinds of products. 

Products may be divided into two main classes. Foreign-trade 
products are those which either are or might be exported or 
imported. They include actual imports and exports, the home- 
produced products which compete with imports, the home 
consumed portion of the exportable product, and finally any pro- 
ducts which, though wholly produced and consumed at home, are 
so’ far exposed to potential competition with markets that they 
are tied approximately to world prices. 

Home-trade products are all others. Prominent among them 
are services which can only be rendered locally, such as those of 
domestic servants, retailers, builders, transport workers, teachers 
and others. They also include certain commodities which are too 
bulky or heavy in proportion to value or are too perishable to be 
transported far, and others which suit only local tastes. Among 
these commodities there are, of course, border-line cases, which 
do not belong exclusively to either group. 

Now, when credit expands, the additional purchasing power 
will be applied both to home-trade products and to foreign-trade 
products, but not necessarily in an exactly proportional extent to 
both. And the effect on the foreign exchange market depends 
upon the amount of additional demand applied to foreign-trade 
products. The increase in demand for home-trade products will 
either elicit an increase of supply or, in the case of those which 
are already being produced up to capacity, a rise of price. But 
foreign-trade products will continue to be governed by world 
prices, and the increase in demand for them will be felt mainly 
in the attraction of additional imports and the diversion of 
exportable goods to the home market, though here too there may 
be some increase in production. There will arise a relative excess 
of imports, which so long as it continues must be paid for with 
gold. The true significance of this phenomenon is that, when the 
currency is depreciated by a credit expansion, the world prices 
of foreign-trade products at the fixed par of exchange become too 
low in relation to the peoples’ purchasing power. Too many of 
these artificially cheapened goods are bought, and, being bought, 
have somehow to be paid for. 

To correct this tendency, and to stop the efflux of gold, what is 
needed is a contraction of credit sufficient to withdraw the re- 
dundant purchasing power and to restore the wealth value of the 
currency unit. If the situation is free from complications, the 
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requisite contraction is probably a very moderate one. The 
expansion cannot go far without causing a substantial loss of gold, 
and the contraction is as mild as the expansion. 

What is much more serious is the case where there is a severe 
credit contraction in another gold-using country. Before the 
war that used to happen every few years. The gold-using coun- 
tries, as a group, used quite regularly to allow credit to expand to 
an excessive extent, and then, when their gold reserves threatened 
to fall short of the legal requirements, they hastily took steps to 
contract credit, often at the cost of precipitating a panic. When 
one or several were in this state, their neighbours had to follow 
suit. 

A monetary disturbance of the balance of payments is caused 
by a maladjustment of credit, and is corrected by a suitable 
regulation of credit. So long as other disturbing causes do not 
interfere, all that is required is that credit conditions should be 
as nearly as possible the same in different gold-using countries. 

Disturbances arising from causes other than monetary are 
not to be settled by any such clear and simple general principle. 
These non-monetary disturbances may be divided into two kinds : 
those arising from changes in demand or supply of foreign-trade 
commodities, and those arising from what may be broadly and 
perhaps loosely termed movements of capital. 

Take the case of a country whose exports are stimulated, either 
through exceptionally good crops, or through an improved foreign 
demand for its staple products. The producers and export 
merchants will become entitled to increased sums of foreign 
currency. It must not be taken for granted that these sums have 
all got to be remitted home. The working of the foreign exchange 
market, as indeed of all other markets, depends upon the actions 
of individuals, and to understand it we must see the position 
from the point of view of an individual. 

The producer will, no doubt, want to be paid in the first 
instance in the currency of his own country. Probably the export- 
ing merchant will draw a bill upon the foreign purchaser, and will 
sell the bill to a bank in the exporting country, receiving the price 
in the currency of that country. He will pay the producer out 
of the proceeds, and retain the balance for his own profits and 
expenses. 

But that is only a first stage. It leaves the bank indebted to 
the producer and the merchant as depositors (or to those to whom 
they have made payments), and holding a foreign bill. The 
increase in the supply-.of foreign bills will tend to upset the balance 
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in the foreign exchange market, for the banks will be unwilling 
to hold assets in one currency against liabilities in another. But 
meanwhile the producer will be spending his money. He will 
spend it partly on consumable products and partly on investment. 
The consumable products will be partly home-trade products and 
partly foreign-trade products. The money spent on investments 
will come mainly into the world investment market. If the 
country is normally a borrower, its imports of capital will be 
diminished ; if it is normally a lender, its exports of capital will 
be increased. There will be a residue of investment money that 
will go into an increase of capital assets at home, but, as the 
openings for investment are not themselves made more attractive, 
this increase will be casual and probably small. 

Thus the prosperous exporting producer will spend a great 
part of his resources upon foreign-trade products and upon 
external investments (or in diminution of external borrowing). To 
the extent that that occurs, the disturbance of the equilibrium of 
the exchange market will be counteracted. 

The spending power applied to home-trade products and to 
investment at home will tend to raise the level of prices of home- 
trade products above the normal proportion to world prices. 
The producers of home-trade products and the dealers in them will 
find their incomes increased, and they in turn will tend to spend 
part of their increased resources upon foreign-trade products 
and external investment. This process will continue till the 
exceptional exports are fully covered either by imports or by 
external investments. Some expansion of credit is incidental to 
it, and gold may have to be imported if the currency law will not 
admit otherwise of the requisite expansion. But when the 
exceptional exports have been disposed of, and the corresponding 
imports and external investment securities received, the expansion 
of credit subsides again, and the gold can be sent away. Thus the 
gold does not ultimately pay for the exceptional exports. Its 
real function is to render the necessary credit expansion possible, 
It does, of course, temporarily pay for such part of the exports as 
is not covered up to date either by credit operations or by the 
permanent means of settlement, but it is ultimately returned. 
And, moreover, it would be possible by a suitable management of 
credit to avoid the gold movement altogether. 

In the contrary case, where there is a shortage of exports, the 
movements are parallel but opposite. The exporting interests 
must curtail their expenditure. External investment is dimin- 
ished, external borrowing is increased, purchases of foreign-trade 
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products fall off. In so far as the decline of demand applies to 
home-trade products, the home markets become less prosperous 
and those who trade in them have to curtail their expenditure 
in turn. There must be a contraction of credit, and, if the con- 
traction is not sufficient, there will be an export of gold. 

The expansion or contraction of credit is really required to 
adjust the value of the currency in the home-trade markets to 
the new equilibrium in the foreign-trade markets. Home-trade 
products and foreign-trade products are in competition with one 
another as alternative objects of consumption and as alternative 
objects of production. If the foreign exchanges were free to vary, 
economic weakness such as a shortage of production would make 
itself felt in an adverse exchange. With a gold standard the 
exchange is pegged, and the balance can then only be restored 
at the cost of tribulation by a reduction of the internal price level. 

A particular case of the disturbance of the exchange market 
by variations in production is the seasonal movement, which 
accompanies the export of the crops from a predominantly 
agricultural country. Here the problem is simplified by the 
possibility of foreseeing the movement of the market. Banks will 
have less objection to holding assets in one currency against 
liabilities in another when they know that in a few months the 
balance will be automatically redressed. But they will not do so 
if there is a serious risk of a loss by exchange. If such a risk 
exists, the financing of seasonal exports tends to devolve on the 
banks of the exporting country, so that the actual exchange 
operations may be deferred till the compensatory imports begin 
to come into the market. In so far as this cannot be managed, 
awkward exchange disturbances are likely to occur. 

One of the advantages of an international gold standard is 
that it eliminates this exchange risk, and facilitates the financing 
of seasonal exports. The process does not really require any gold 
movements. The temporary discrepancy between exports and 
imports can be just as well covered by credit instruments if the 
exchange market possesses them or is in a position to create them. 
Before the war American imports in the period before the great 
autumnal crop exports began were financed without any serious 
disturbance of the exchange market, because the American banks 
used to draw finance bills on London and sell them for sterling in 
the London money market. In effect the London money market 
lent the necessary sterling and it was repaid in the autumn, when 
the crops provided American exporters and through them 
American banks with ample supplies of sterling. The variation 
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of the sterling exchange within the gold points, small though it 
was, was sufficient to make this business profitable. 

It should be mentioned that in the great crop-producing 
countries, besides the seasonal disturbance of the exchange due 
to the export of the crops, there is also a seasonal disturbance of 
the currency due to the purely domestic business of paying for 
them. The producers are scattered over the productive land, 
whereas the dealers are concentrated at the market centres. At 
harvest-time the farmers have to make exceptionally heavy 
payments in cash to their labourers, and the farmers themselves 
are often compelled, owing to inadequate banking facilities in 
their immediate vicinity, to hold a great part of their funds in 
notes or coin. The dealers who buy from the farmers keep their 
balances in the form of bank credit. They have to draw out 
money from the banks to pay the farmers. The result is a big 
seasonal increase in the active circulation of specie and paper. 
If the currency law takes no account of this seasonal increase, and 
if the central bank or other note-issuing authority does not allow 
a large fluctuation in its surplus reserves, there will have to be a 
seasonal disturbance of credit. Every time the demand for the 
money for crop-moving occurs, there must be a contraction of 
credit, which will probably bring about an import of gold. That, 
however, is pure mismanagement. It has no real connection with 
the balance of payment, and is merely a special case of monetary 
disturbance. 

The conclusion to be drawn from the foregoing analysis is that 
a disturbance of the balance of payments arising from a change in 
the demand or supply of commodities, whether seasonal or other, 
is properly met by a suitable adjustment of credit. The trans- 
mission of gold is only necessary in so far as the adjustment of 
credit does not exactly keep pace with the disturbance. The loss 
or gain of gold as the case may be tends to bring about the 
contraction or expansion of credit required. 

We pass next to the so-called capital movements. The modern 
investment market is internationalised, and the special character- 
istics of an investment market have important and complex 
reactions on the foreign exchange market. 

An investment market receives money from investors, and it 
buys new capital issues from promoters. But the new issues are 
not in general directly bought by the new investors. The dealers 
in the market hold a supply of investment securities as their 
stock-in-trade. The investors buy what securities they please, 
new or old, from the dealers. The dealers find investors to buy 
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the new issues, but these may be people who have sold old 
securities to buy them. The dealers so adjust the price of all kinds 
of securities, new and old, as to induce investors to buy them, in 
order that the dealers themselves may not at any time be left with 
an excessive supply either of securities as a whole or of any 
particular issues. 

The places in which the investors’ funds are available are not 
the same as the places in which the expenditure on the creation of 
new capital has to be incurred. Investible funds accumulate at 
the great financial and commercial centres. A very large pro- 
portion of the capital outlay is required in the new countries in 
course of development which are remote from these centres. The 
great investment markets are situated at the financial centres, 
and the greater part of the funds invested through them are 
derived from the countries in which the centres are situated. But 
an investment market usually also receives a substantial amount 
of funds for investment from abroad, partly from other invest- 
ment markets, and partly from countries which are not big enough 
investors to sustain an investment market worthy of the name. 

If the stream of investment money pouring into the market 
and out into the provision of new capital were a continuous 
one, only fluctuating gradually, the effect upon the foreign ex- 
change markets would not be very great. The stream, however, 
is far from continuous. Capital projects are frequently very large. 
And only large issues are suitable for dealings in the investment 
market, and more especially for international dealings. The con- 
sequence is that the foreign exchange markets have constantly 
to adjust themselves to large movements of funds in one direction 
or another. 

When a capital project is undertaken in a country and is 
financed from a foreign centre, the promoters have to provide for 
the transmission to it of the funds contributed in the investment 
centre. A part of the outlay to be financed will be on foreign 
trade commodities (such as machinery or structural steel). These 
may be imported, or, if produced locally, diverted from export. 
But that is likely to be a very moderate proportion of the whole 
expense. Probably the greater part of the outlay will be upon 
labour employed locally either directly on constructive work, or 
on the provision of materials derived from local sources. The 
funds subscribed at the investment centre must be transmitted 
to the country to pay for these services. If the sum to be trans- 
mitted is large, it would seem to threaten the equilibrium of the 
foreign exchange market. A new supply of the currency of the 
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investment centre is created, and likewise a new demand for that 
of the capital-importing country. If there is no compensatory 
movement set up, the balance must be cleared by the transmission 
of gold. 

But it is easy to see that there is a compensatory tendency. 
The people employed locally on the capital project find their 
resources increased. As in other similar circumstances, they 
buy both foreign-trade products and home-trade products. In 
so far as they buy the former, they directly relieve the foreign 
exchange situation. In so far as they buy the latter, they bring 
about a rise of internal prices and an increase in the incomes 
derived from producing and dealing in home-trade products. 
These incomes in turn are applied partly to foreign-trade products. 
The process must go on till imports are so increased relatively to 
exports that equilibrium is attained, and the whole of the capital 
imported is being received in the form of goods. 

The expansion in purchasing power presupposes an expansion 
of credit. With a favourable exchange the authorities controlling 
credit may be presumed to permit an expansion. If they do not, 
gold willcome. It is probable that some gold will be imported, for 
either law or practice is likely to require additional gold as a 
condition of a credit expansion. 

The function of the credit expansion is to make the markets 
for foreign-trade products in the country sufficiently favourable 
to attract a relative excess of imports equivalent to the import 
of capital. The extent of the credit expansion needed is deter- 
mined by the import of capital per unit of time. If the capital 
expenditure is completed quickly, the disturbance will be greater, 
but will be over as quickly as the expenditure. When the capital 
expenditure is completed, the expansion must be reversed by an 
equivalent contraction, and the gold imported (if any) will be 
sent away again. 

The process of adjustment for the investment centre which 
exports the capital is in some respects more complicated. The 
discontinuity, it is true, is less apparent, because there is a suc- 
cession of capital issues for different parts of the world. The 
transmission of funds for any one of them overlaps with many 
others. The balance of trade has only to accommodate itself to 
the resultant effect of all taken together. The balance of exports 
and imports with any one capital-importing country does not 
have to correspond to the volume of investment from the centre 
in that country, because equilibrium may be effected through 
triangular or polygonal trade. 
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Even so, however, the volume of external investment fluctuates 
considerably. The fluctuation is due to two causes, changes in the 
demand for capital abroad and changes in the supply of investible 
funds at home. The changes in the world demand for capital 
may be very large. The development of a new territory, when 
once it begins, often goes with a rush. Prospectors wait till it is 
ripe for the provision of the primary means of transport, and, that 
once installed, the inflow of population and consequently of capital 
is rapid. Technical improvements and discoveries either in pro- 
duction or in transport likewise may involve the investment of 
new capital on a very large scale. The largest capital movements 
of all are caused by the needs of Governments during and after war. 

Changes originating in the supply of investible funds are less 
violent. The supply increases when profits are high, and falls 
off when profits are low. Profits may vary owing to the trade 
cycle, or as far as they are derived from agriculture owing to the 
yield of crops. Such variations, though not negligible, are neither 
very sudden nor usually very large. Now the investment market, 
like all other markets, must equalise supply and demand. The 
dealers in investment securities are unwilling to see their stock-in- 
trade either increased or decreased unduly. Side by side with the 
problem of accommodating the foreign exchange market to the 
movements of capital is the problem of adjusting the demand for 
investible savings to the supply. The supply of investible savings 
is not easily influenced. It is a mistake to suppose that the offer 
of securities at a low price giving an attractive yield elicits 
increased accumulations. The motives of saving are little 
strengthened and may be actually weakened by an increase in 
yield. The most that can be expected from a rise in yield is a 
temporary hastening of saving to seize the opportunity offered, 
and even that will not occur if the rise in the rate of interest is 
expected to be lasting. 

It is therefore the demand for capital rather than the supply of 
savings that the investment market seeks to influence. When 
the demand becomes excessive and begins to outstrip the supply 
of savings, the first symptom is usually that a large proportion of 
the new flotations is left on the hands of underwriters. The 
remedy is twofold. In the first place the prices of securities are 
lowered, so that the market becomes less attractive to borrowers, 
and secondly the charges for issuing and underwriting loans are 
raised. There is a general unwillingness on the part of issuing 
houses and others concerned to bring out loans, and borrowers are 
advised to wait. 
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Borrowers and promoters, however, are not easily deterred. 
The efficacy of these measures is uncertain. And in any case 
they are not applied seriously unless there is already an excess of 
new issues. <A periodical state of congestion or over-lending is a 
common characteristic of investment markets. 

When it occurs, this over-lending puts a serious strain on the 
foreign exchange market. So long as external investment is made 
entirely from the genuine savings available in the investment 
markets, the foreign exchange position more or less looks after 
itself. The investor provides funds by restricting his own con- 
sumption, and this restriction of consumption (accompanied if 
need be by a suitable contraction of credit) produces the requisite 
relative excess of exports. Fluctuations in the amount of genuine 
savings applied to foreign investments do not ordinarily require 
much regulation of credit. 

But when external investment outstrips the supply of genuine 
savings, the investment market has to carry the excess with 
money borrowed from the banks. That means that funds have to be 
sent abroad when there is no compensatory restriction of consump- 
tion at home. The additional lending by the banks creates a 
fresh supply of the means of payment, and tends to depreciate 
the purchasing power of the currency, while the occasion of 
the additional lending is such as to concentrate the first impact 
of this inflationary tendency upon the foreign exchange market. 

The remedy is a contraction of credit. A rise of bank rate, 
accompanied, if need be, by measures to make bank rate effective, 
results in a rise in the rate of interest to be paid by dealers in the 
investment market. That immediately makes underwriting more 
difficult. Even if the price of issue of a new stock is nicely 
calculated, and the underwriters are confident that they will be 
able ultimately to dispose of any portion left with them at that 
price, the cost of holding it for any considerable time with money 
borrowed at a high rate would make a large hole in their profits. 
Further, each underwriter expects all the others to be anxious 
to dispose of their holdings, and therefore anticipates an unfavour- 
able market. 

At the same time dealers become less willing to hold existing 
securities. As soon as the interest paid on borrowed money 
exceeds the yield of the securities carried with it, the dealer incurs 
a loss, against which there is no compensation unless the price of 
the securities rises. But under the conditions supposed the prices 
of securities are more likely to fall than to rise. Dealers will 
endeavour to mark down prices to an equilibrium point at which 
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the adverse state of the market is fully allowed for. But the 
equilibrium point itself depends upon the expected duration of 
dear money. Dear money must continue till it has done its work, 
and so long as the credit position appears unsound, the unwilling- 
ness of the investment market to hold securities will persist. 

If only one investment market among several is in this con- 
gested state, relief will come quickly, because other markets will 
hasten to buy securities from it cheap. But in general the pressure 
from an exceptional demand for capital will be felt by all invest- 
ment markets at the same time. The credit stringency will arise 
in all countries which possess big investment markets, and will 
be most acute in those where the volume of dealings is greatest in 
proportion to banking resources. 

The effect of a high bank rate will not be confined to the 
investment market. It will not affect the commodity markets 
any the less because it has been imposed to meet the conditions 
in the investment market. But the creation of credit to carry 
investment securities will in the first instance have produced an 
expansive effect upon the commodity markets, hastening pur- 
chases, stimulating production and raising prices. In so far as 
the restriction of credit merely cancels this expansive effect, it 
will not produce a depression in the commodity markets. 

If there is no increase in the total amount of bank loans, and 
if the portion required to carry investment securities increases, the 
portion available for carrying stocks of commodities decreases. 
But then it must be remembered that the whole disturbance has 
been assumed to start with excessive exports of capital and 
consequent unfavourable exchanges. As fast as the unfavour- 
able exchange drains away gold, room is made in the bank balance 
sheets for loans equivalent in value to the gold withdrawn. And 
when the inflationary tendency is counteracted by dear money, 
the dealers in commodities are induced to hasten their sales. 
If they pressed on sales and restricted purchases in the home 
market, the result would be depression, but they find a vent in 
sales abroad, where the capital-importing countries are expanding 
credit and absorbing commodities. 

Equilibrium cannot be fully regained till the demand for 
capital has been damped down by the adverse state of the invest- 
ment market, not merely to normal but below normal; for the 
exceptional indebtedness of the investment market has to be 
liquidated. 

If borrowers are very insistent, there may be a very heavy 
depreciation of securities. In an extreme case there may be a 
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crisis and panic, in which the flotation of new issues becomes 
temporarily impossible. 

Unsound conditions may arise in the investment market not 
only from an excessive demand for capital, but also from excessive 
speculation. Speculators for a rise, directly or indirectly, carry 
securities with borrowed money. The development of some new 
territory, or new industries, or new materials, or new inventions 
may present the prospect of greatly increased profits from existing 
shares, and speculators will come forward to buy the shares with 
borrowed money. The sums received by the sellers of the shares 
come into the market on the same footing as a new accession of 
investible savings. Capital flotations are thereupon artificially 
encouraged, and the same sort of unsound conditions arise as if 
the pressure had arisen from sellers of securities instead of from 
buyers. 

Central banks rightly fear speculation in stocks and shares as 
particularly dangerous to credit stability. Redundant imports 
of securities are more easily attracted than redundant imports of 
commodities, and, once imported, are more likely to remain 
unabsorbed in the hands of dealers or speculators. 

Under the general heading of movements of capital, usage 
would include, besides the migration of investment securities, the 
transfer of liquid balances or short-term securities from one centre 
to another. This is an obscure and complicated subject. 

Liquid balances may take either of two forms: they may be 
bank credits belonging to depositors, or they may be composed of 
the short-term securities in which banks place their funds. The 
former are owned partly by traders and partly by other banks. 
Traders’ balances do not as a rule migrate at allreadily. They are 
held in the places where the traders expect to have to make pay- 
ments, and are for the most part confined to necessary working 
balances. Most traders are accustomed to economise cash 
balances as much as possible, and to replenish them when neces- 
sary by borrowing from their bankers. Any big cash receipts are 
applied to repaying these borrowings. Some traders, it is true, 
prefer not to be dependent upon their bankers, and accumulate 
at times large current balances. Even these, however, are not 
very readily moved from place to place for the sake of profit. 

The international movement of liquid balances is an operation 
which is almost entirely in the hands of banks or of those financial 
houses which partake of the character of banks. To estimate 
the manner and extent of such movements we must examine the 
motives by which a bank will be actuated. Banks may be divided 








1926] GOLD STANDARD AND BALANCE OF PAYMENTS 63 


into exchange banks and interior banks. Exchange banks are 
those which carry on business in more than one country. In- 
terior banks provide exchange facilities for their customers, but 
only as agents. They probably have balances with foreign 
correspondent banks, but these are no more than working balances. 
The line of demarcation between exchange banks and interior 
banks is not very clear, because interior banks may occasionally 
make use of the facilities they receive from their correspondents to 
do exchange business on their own account. Banks also which 
are primarily interior banks sometimes have exchange departments 
affiliated to them. 

A fully developed exchange bank receives deposits in more 
than one centre, and against its obligations holds assets payable 
in more than one centre. The general tendency is to aim at cover- 
ing every obligation with assets payable in the same place and in the 
same currency. But this is not an invariable rule. Before the 
war exchange banks in many countries found trade being financed 
mainly by bills drawn on London; not only goods consigned to 
England, but goods consigned to other countries were so financed. 
The banks were constantly buying sterling bills from exporting 
traders. They often sold these bills after acceptance in the 
London money market, but they always had the alternative of 
holding them. If they sold them, it was usually either to pay 
sterling liabilities or to remit the proceeds home. They could also 
lend the money at call, but that course did not differ very 
materially from holding the bills. 

Sterling bills were so convenient an asset, owing to the free 
London discount market, that an exchange bank might very well 
allow its holdings to exceed its sterling liabilities, and even to 
exceed them by more than its disposable margin of capital, so 
that some of its obligations in another currency would be covered 
by them. It was always possible to sell a sterling bill in the 
discount market, and the proceeds were always equal to gold in a 
free gold market. Obligations in other currencies could be met 
in gold, and therefore there was no exchange risk beyond the 
fractional variations within the gold points. So long as the 
convertibility of sterling into gold could be absolutely relied on, 
sterling bills were a safe cover for a liability in any other gold 
standard currency. But an exchange bank is not free to increase 
its sterling assets as it pleases. Its assets as a whole cannot in- 
crease unless its liabilities increase, and with a given volume of 
deposits its sterling assets can only increase at the expense of its 
other assets. These other assets probably consist mainly of local 
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advances to customers, which can only be reduced with difficulty 
and at the cost of embarrassment to the customers. 

The bank can substitute a sterling bill for an advance in the 
local currency without any such embarrassment, provided the bill 
merely takes the place of the advance for the purpose of financing 
the same transaction. But that is a change of form rather than of 
substance. It is not a movement of capital. In fact the change 
from an advance to a sterling bill would probably be intended to 
facilitate a withdrawal of balances from London, by way of the 
sale of the bill in the London money market and the remittance of 
the proceeds. 

A bank may move funds from one centre to another for either 
or both of two principal reasons : it may seek a profit on exchange, 
or it may seek a higher rate of interest. As between two countries 
with no common currency, gold or other, exchange profit is the 
principal motive of such movements. Especially where the ex- 
change is made unstable by political and other speculative 
influences, the profit on exchange, if successfully foreseen, may 
be very large. It does not necessarily follow that the movements 
of balances will be very large. Those movements will only occur 
so long as the holders of balances believe that the quoted rate of 
exchange is still short of the equilibrium point. If the exchange 
market worked perfectly, the rate of exchange would always move 
quickly to the point at which supply and demand balance, and 
there would be no considerable movement of funds. 

But in any case, with a gold standard established in the 
different centres concerned, the profit on exchange cannot be very 
attractive. People expect the exchange to gravitate towards 
parity, and the most usual form of speculation will be to hold 
balances in a centre at times when they can only be sold at an 
exchange loss, and to remit them when the exchange offers a profit. 
That kind of speculation has a steadying influence on the rate. 
When the adverse exchange is seasonal, so that its recovery can 
be counted on with a very high degree of probability, banks will 
even go so far as to create finance bills and borrow from a foreign 
centre for the sake of the exchange profit. 

The movement of balances to take advantage of a higher rate 
of interest on short-term loans or discount on bills has a special 
importance on account of the reliance of central banks upon bank 
rate as a means of correcting the exchanges. When the exchange 
tends to turn against a country, the central bank puts up bank 
rate in order to induce a contraction of credit, to raise the pur- 
chasing power of the currency unit, and so to bring about a 
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recovery. Butif the effect is that disposable balances in foreign 
_ centres are attracted thither to be lent at the more profitable 

rate, this purpose is likely to be partially defeated. Indeed if the 
market in short-term lending were absolutely fluid, so that every 
lender were equally free to lend in all centres and every borrower 
to borrow from all centres, the same discount rate would prevail 
everywhere. Exchange risk, even though confined within the 
gold points, would prevent this. But in the particular case we are 
assuming the country which raises bank rate already has its 
exchange at the export gold point. If the gold standard is main- 
tained, the exchange cannot become worse, and consequently, 
subject to that condition, there is no exchange risk in lending there. 

There is, in fact, a distinct tendency for balances to move 
towards a centre where the discount rate rises. But these balances 
do not come in gold. They affect the exchange favourably, and 
in the first instance prevent or diminish the export of gold. If the 
volume of balances were so great as to produce a substantial 
recovery of the exchange, there would immediately arise an 
exchange risk. If the exchange were } per cent. short of the export 
gold point, the prospect of a relapse to the export gold point could 
offset the profit from a 2 per cent. gain in interest over a period of 
three months. 

That illustrates how slight is the effect of a gain in the discount 
rate as compared with an exchange risk. Nevertheless if the 
disposable balances available for international movements were 
large, any centre could for a time prevent an efflux of gold by 
raising discount rates. But the preventive effect would only 
last while the balances were actually moving. They are not 
inexhaustible, and when the movement is completed, they must 
be retained or their withdrawal will put a double strain on the 
exchange. 

If the balances do not move in the form of gold, it must be in 
the form of goods or securities. In the case supposed, where the 
discount rate is put up to counteract an unfavourable tendency 
in the exchanges, a relative excess of imports is already threatened 
by the state of markets, and the movement of balances may do no 
more than allow all or part of this excess to come without 
depressing the exchange. 

This support of the exchange is transitory, like the support 
derived from exports of gold. It is essential that the restrictive 
credit measures should be persisted in, despite the favourable 
effect of the transfer of balances, till the underlying currency 


conditions have become sufficiently favourable. 
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In some respects the transfer of balances assists the restrictive 
measures. The acquisition in any country of bills and other liquid 
assets by foreign banks diminishes the supply of such assets for 
the banks of the country to hold against their deposit liabilities, 
and the volume of their deposits is accordingly reduced. If the 
discount market were normal, they would wish to increase their 
loans and discounts in order to make up the deficiency. But if 
the central bank maintains a high bank rate and makes it effective, 
borrowers will be deterred by the high rate and the banks will be 
kept short of cash. There will thus be a real decrease in deposits. 

Nevertheless the movement of balances is on the whole an 
inconvenience to a central bank which is seeking to regulate credit. 
Its tendency to spread a rise of discount rates to other countries, 
and so to defeat the purpose of restoring equilibrium, is probably 
predominant, and it produces a dangerously unstable position, 
because the balances will be withdrawn again as soon as discount 
rates are equalised. 

But the importance of the movement of balances is apt to be 
very much over-estimated. The extent to which exchange banks 
can transfer their liquid assets, without either reducing their 
marketable assets in their own countries or embarrassing their 
customers, is not very great. The fact is that every time the 
exchange market becomes active balances appear to be moving. 
Whenever there is an exceptional international movement of 
commodities or of securities, the dealers in the exchange market 
take a little time to adapt themselves to it. In the interval before 
the necessary measures have been taken, such as the adjustment 
of the rate of exchange, the movement of gold, and the regulation 
of credit, the balances in the hands of the dealers in exchange will 
get out of trim. The balance in a centre which has had to make 
heavy payments will become inconveniently large, and the dealers, 
who are for the most part exchange banks, will have to move their 
surplus funds away. It then looks as if a great part of the move- 
ment in the exchange market consisted in the transfer of liquid 
balances by banks. But in reality this is merely a symptom. 

It will be seen, therefore, that the fear so widely felt that 
the maintenance of the gold standard may be threatened by large 
and unforeseen disturbances of the balance of payments is to a 
great extent mistaken. In fact the great gold movements of the 
past have usually been brought about not by the burden of pay- 
ments but by monetary convulsions like the American crisis of 
1907. 

In conclusion I may point out that the subject of which I have 
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been treating has a special importance for this country, owing to 
the magnitude and leading position of the English financial 
markets, particularly the investment market, the foreign exchange 
market and the discount market. If the international movement 
of balances ever takes place at all on a serious scale, it is to or from 
London. In London aloné can bills be bought and sold at all 
times at a closely competitive price in practically unlimited 
quantities, and between parties who are not in the relation of 
banker and customer. 

The international side of the London financial markets has 
suffered in some respects from the instability of the exchange while 
the gold standard has been in abeyance. The restoration of the 
gold standard is likely to bring with it, among other things, a 
revival of the billon London. If international trade is in the near 
future to be financed to an increasing extent by means of bills 
drawn on London accepting houses and banks, there must be an 
export of capital. This business brings with it a certain accretion 
of balances on deposit in London, but these are small compared 
to the amount of credit granted by the London money market to 
external borrowers. The pressure will be felt rather in the money 
market than in the exchange market. If the money market can 
absorb the additional bills there will be little or no pressure on the 
exchange. 

On the other hand, there is a tendency, which was already 
manifest before the war, for foreign central banks to hold sterling 
bills and other marketable assets in London as part of their 
currency reserves, in place of gold. They, in fact, permanently 
lend liquid balances to London, only drawing on them temporarily, 
when necessary to meet an exchange disturbance. An increase 
in such balances is an importation of capital into England. 

If these balances are used, on the principle of an exchange 
standard, in entire substitution for gold movements, that means 
that when England would otherwise be receiving gold from the 
countries in question they will be selling sterling bills and de- 
creasing their balances; when these countries would otherwise 
be receiving gold they will be buying bills and increasing their 
balances. If the Bank of England raises bank rate to check an 
adverse exchange movement, and exchange banks are thereby 
induced to increase their holdings of sterling, that means that the 
exchange banks acquire some of the sterling bills that would 
otherwise pass into the hands of the central banks of their own 
countries. 


One effect of the increased use of the exchange standard is likely 
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to be to throw into relief the special position of the two principal 
gold markets, London and New York. Fears are sometimes 
expressed that the predominant position in currency policy will 
belong to New York. 

The Americans hold a disproportionately great gold reserve. 
If they chose to employ this reserve in support of a credit expan- 
sion, they could, no doubt, exercise an overpowering influence in 
other gold standard countries. It might become almost impossible 
for these countries to counteract the expansive tendency by ab- 
sorbing the gold. But there is little prospect of America doing 
anything of the kind. In fact the avoidance of an undue credit 
expansion is at present the leading principle of their currency 
policy. So long as that is so, their redundant gold supply is 
nothing but an embarrassment and a source of weakness, impairing 
the efficacy of the control of credit by the Federal Reserve 
System. 

An argument which is more to the point is that the American 
financial markets are on so vast a scale that movements which 
to New York are relatively slight would be serious disturbances to 
London. 

Not only is America richer than Great Britain, but the pur- 
chasing power of money there is less, so that the disparity in 
nominal values is even greater than in real values. 

But relative wealth is not the only factor. London is a bank- 
ing centre not for Great Britain alone but for the greater part of the 
world. And in America itself business is sensitive to British 
credit conditions. A very substantial proportion of American 
crops is exported and marketed in Europe, and these exports are 
financed in their latter stages mainly in London. In the regulation 
of credit in America the financing of crops plays a prominent and 
often decisive part. A substantial part of American imports, 
even from countries other than England, is also financed at some 
stage by London. 

In American banking the financing of producers predominates ; 
in British banking the financing of merchants. American banking 
is nearly confined to American business; British banking extends 
to the business of the whole world. In both respects British 
power over world credit is likely to be the greater. 

R. G. HAwTREY 








THE DISTRIBUTION OF NATIONAL INCOME 


THE problem of distribution presents two different aspects 
and may, accordingly, be approached from two distinct view- 
points. In one case, the attention of the student is focussed 
on the mechanism of the process; in the other, on its results; 
that is, on the division of society into separate groups dis- 
tinguished by the amounts of their respective incomes. Hitherto 
the attention of economists has been concentrated almost ex- 
clusively on the mechanism by which the wages of labour, the 
rent of land and the profits of capital and enterprise are deter- 
mined. As to the actual distribution of national income, there 
has existed a feeling of uncertainty even about so important a 
question as that of whether there is in the distribution sufficient 
regularity to justify any definite conclusions as to its underlying 
tendencies. 

Meanwhile there is at hand a wealth of materials bearing on 
the actual distribution of national income and on its variations, 
available in the form of income-tax statistics. All that is needed 
to turn this highly valuable material to account is to devise an 
effective method for its analysis and interpretation. It appears 
to the present writer that the methods hitherto used for this 
purpose can hardly be described as satisfactory, since, as a rule, 
they fail to distinguish the real changes in the distribution of 
national income from variations in the amounts of income due 
to the growth of population and to the development of productive 
powers. 

The method most commonly used consists in comparing the 
numbers of individuals in each of the groups into which the 
population is divided in taxation statistics, according to the 
different rates of assessment, at two different dates. Starting 
from the classification adopted in the statistics used, economists 
try to adapt it for their purpose by comparing the changes in 
the numerical strength of the groups. One of the first to use 
this method was Rodbertus,! followed by E. Engel,? Ad. Wagner ® 


1 C. Rodbertus-Jagetzow, Zur Beleuchtung der sozialen Frage, Th. II, 
herausgegeben von Ad. Wagner, 1899. 

2 Zeitschrift des Kgl. preussischen statistischen Bureaus, 1875. 

8 “ Zur Methodik der Statistik des Volkseinkommens und Volksvermégens,” 
Zeitschr. Kgl. preus. stat. Bureaus, 1904. 
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and others, who applied it to the analysis of Prussian income 
statistics. The expediency of this method was disputed by 
Julius Wolf, who laid stress on the fact that the really important 
point is not the relative increase in the numerical strength of 
the separate groups, but the extent of migration from each group 
to others with higher or lower incomes. Yet, the method 
proposed by him was hardly more satisfactory than the older 
one. It failed to give any information as to migrations from 
the highest group, on the one hand. On the other, the per- 
centages of migrants to higher groups clearly depend not only 
on the actual increase in wealth, but also on the width of class 
intervals used. Finally, the interpretation of the changes 
depends on the inner structure of the groups, that is, on the 
regularity of distribution within the intervals. 

Both methods having thus failed, Vilfredo Pareto decided to 
give up the study of variations in the separate groups and pro- 
ceeded to the investigation of the curves of distribution of national 
income as a whole.? His researches resulted in the discovery 
of the highly important fact that the distribution of wealth in 
all capitalistic countries is strikingly stable and regular. This 
was, indeed, the first strictly scientific generalisation in the 
theory of distribution. 

Yet, great as was the scientific value of Pareto’s discovery, 
his investigations represented but the first step in the empirical 
study of the complicated problem of the distribution of national 
income, which cannot indeed be reduced to the much simpler 
and less important question of the accentuation or attenuation 
of the inequality of incomes. What is really necessary is to 
acquire some insight into the phenomenon of the distribution 
of incomes by studying changes in the incomes of separate groups 
and classes. 

The failure of all the methods hitherto used in this respect 
seems to suggest that the fault is not so much with the methods, 
as with the statistical tables, that is, that the tabulation is 
defective. No statistical table can possibly give more informa- 
tion than it contains. Meanwhile, the tables on which Wagner, 
Wolf, Kiihnert and others based their investigations were con- 
structed in accordance with the classifications adopted by the 
financial authorities and very well adapted to serve fiscal purposes. 
Yet, for the purpose of investigation into the distribution of 


1 Jul. Wolf, Sozialismus und kapitalistische Gesellschaftsordnung, 1892, 
pp. 232-5. 
2 Vilfredo Pareto, Cours d’économie politique, Vol. II, 1897. 
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national income and its variations, it is evidently necessary to 
adopt different principles of classification. 

In income statistics the investigation is concerned with 
countries whose population and income are subject to increase 
in course of time. The changes in the distribution of national 
income registered by income statistics are produced by the 
combined influence of two causes: the growth of national income 
on the one hand, and variations in its distribution on the other. 
In the primary table the influence of the former must be 
eliminated, in order to be able to obtain a clear view of the 
latter. Owing to growth of population and increase in national 
wealth, one thousand persons in Prussian statistics for 1913 
represented a different proportion of population than the same 
number did in those of 1896. An income of 1,000 marks in 
1913 is different from one of the same amount in 1896. This 
has been emphasised by Huncke,! Bresciani,? Watkins,? Kiaer,* 
and Helfferich.6 Hence, the necessary conclusion that, if a 
table is needed in which the phenomena of distribution would 
appear unblurred by any outside influences, all unessential 
variables should be carefully eliminated. 

The table must represent the percentages of population, 
instead of the numbers of people, in receipt of incomes of specified 
amounts,® while the incomes must be calculated not in money, 
but in what we shall call budget units, that is, in terms of the 
average income per head of population. By the adoption of 
this method both variables which make the analysis and inter- 
pretation of income statistics so difficult are completely elimi- 
nated, and an exact representation of the distribution of income 
is obtained. In the actual tabulation it would certainly be best 
to proceed by counting up the original registration cards of 
taxpayers, from the highest income group downwards, and 


1. Huncke, ‘“ Methodologisches zur Verwertung der Einkommensteuer- 
statistik,” Allg. Stat. Archiv, VII, 1907, pp. 101-2, 106-7. 

2 C. Bresciani, ‘‘ Uber die Methoden der Einkommensverteilungstatistik,”’ 
Jahrb. fiir Nat. Oek. und Statistik, 1907, pp. 594-8; also ‘‘ Kritische Betrach- 
tungen iiber ein. Meth. der Einkommenst.,’”’ Stat. Mon., 1915, pp. 9-10. 

3 G. P. Watkins, ‘‘ Interpretation of Certain Statistical Evidence of Concentra- 
tion of Wealth,” Quart. Public. of the Amer. Stat. Assoc., 81, 1908. 

4 A. N. Kiaer, “‘ Répartition sociale des revenus,” Bulletin de UInstitut 
Internat. de Statistique, Vol. XVIII., 1909, Part I, p. 72; Part II, pp. 121-2, 
126-7. 

5 K. Helfferich, Deutschlands Volkswohlstand, 1888-1913, 7-te Auflage, 1917, 
pp. 135-9. 

6 Percentages of population are preferred here to those of persons registered 
for taxation, as the latter is not a stable quantity, either absolutely or in relation 
to the population. 
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marking off every successive per cent. of the population, so as to 
know what percentage of population is in receipt of income 
of every given amount. Unfortunately, however, the original 
registration cards are inaccessible, and the student is confined 
to the ready tables published by the fiscal authorities. As a 
result, one is compelled to have recourse to interpolation, as 
a rough approximation, in constructing the necessary tables. 
Besides, in the tables given below it was necessary, owing to 
the grouping adopted by the Ministry of Finance, to confine the 
subdivision, in the case of smaller incomes, to a small number 
of large classes. 

The construction of the tables for Prussia and Saxony was 
easy enough. The table includes only incomes of private persons, 
those of the State, municipalities and corporate bodies being 
omitted. In the case of Prussia, following Helfferich’s estimate, 
the average income of persons in the group with incomes up to 
900 marks is put at 750 marks a year, while that of persons in 
receipt of incomes exceeding 900 marks, but enjoying exemption, 


























is assumed equal to 1,000 marks a year on the average. The 
table is given below. 
PRUSSIA. Saxony. 
1875. 1896. 1913. 1919. 1912. 
Population . 24,525,778 | 31,350,000 | 40,751,635 | 37,806,200 | 4,881,600 
Number of persons 
registered - | 11,592,846 | 11,473,418 | 16,017,048 | 15,815,749 | 2,234,536 
Percentage of popu- 
lation included . 47:3 36-6 39-3 41-8 45-8 
Income’ of the 7,437 12,773 22,927 34,340 3,223 
population, total | mil. marks | mil. marks | mil. marks | mil. marks | mil. marks 
Income per head . 303 m, 407 m. 563 m. 908 m. 660 m. 
Income per head of Persons included in Fiscal Statistics, in Budget Units. 
Up to 0-1% of pop. 70-3 99-8 115-5 145-5 105-7 
01-02% .. . 22-4 27-7 30-4 36-7 34-2 
0-2-0:3% 16-3 19-3 20-4 23-1 23-2 
0-3-0-4% 3-5 15-3 16-0 17-4 18-0 
0-4-0-59% 11-5 13-0 13-4 14-1] 15-0 
Up to 0-5% of pop 26-8 35-0 39-1 47-4 39-2 
0-5-1-0% : 9-3 9-4 9-5 9-7 10-7 
1-0-2-:0% 6-1 6-0 6-4 6-1 6-7 
2-0-4:0% 4-2 3-9 4-1 4-4 4-4 
4-0-10-0% 2-8 2-5 2-8 3-0 2-7 
10-0-20-:0% 1:8 _— 1-9 1-8 1-9 




















This table shows that the distribution of national income, 





in so far as the wealthy and well-to-do classes, with the excep- 
tion of the very wealthiest group, hardly amounting to 0-3 per 
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cent. of the population, are concerned, exhibits a striking degree 
of stability. In the period of 43 years represented by the 
table, Prussia has developed her large industry and has been 
through the World War. Yet, as a result of her evolution during 
that period, the average income of the group of her population 
coming next to the wealthiest 0-5 per cent. and contained between 
the limits 0-5 to 0-1 per cent. in the table, rose from 9-3 to 9-7 
budget units; that of the following one (1-0-2-0 per cent.) 
remained stationary at 6-1 units. The only section of the 
population whose income grew continually, both in peace and 
in war-time, is the wealthiest group at the top of the scale. 
The share of national income falling to members of this group 
in Prussia increased, since 1875, by about one-third of a budget 
unit a year on the average. This increase at one end of the 
social scale had to be compensated by a corresponding reduction 
at the other, among the working classes. 

Helfferich, when analysing the distribution of incomes in 
Prussia in 1896-1912, expressed the view that “the equality 
with which the shares of various classes of society in the great 
increase in national income since 1896 are distributed is simply 
striking.” Accordingly, he emphatically rejects the proposition 
that there was in Germany any tendency to “ plutocratic de- 
velopment” in the sense that the wealth of the richest few 
increased at a much faster rate than that of the people in 
general.! Our figures, however, would appear to suggest that 
this conclusion is in contradiction with facts. Tendencies towards 
“ plutocratic development” are certainly in evidence in Ger- 
many, in common, as will be shown later, with other capitalistic 
countries. 

The distribution of national income in the younger countries, 
such as the United States and Australia, is approximately the same. 

In the case of the United States the figures used, instead of 
being taken from income-tax statistics, are based on tables of 
the estimated distribution of national income compiled by 
W. King ? for 1910 and Fr. Macauley * for 1918. Preference had 
to be given them because income-tax statistics do not include 
farmers. Meanwhile, in 1918, of the 5,291,000 individuals or 
families in receipt of incomes exceeding 2,000 dollars, 2,008,000 
were farmers.’ 


1 Helfferich, op. cit., pp. 133-7. 
2 W. I. King, Wealth and Income<of the People of the United States, 1919, 


pp. 224-6. 
3 Income in the United States, its Amount and Distribution, 1909-1919, Vol. I, 


1921, pp. 132-3. « Ibid., p. 112. 
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For Australia we are in possession of the figures of the Census 
of Incomes taken in 1915. 
The table below gives the distribution in these two countries. 

















U.S.A. AUSTRALIA. 
1910. 1918. 1914-15. 

Population . . 92,200,000 104,200,000 4,847,300 
Number of persons re- 

gistered . 27,945,190 37,369,060 1,876,009 
Percentage of population 

included. . 30-3 35-9 38:7 
Income of the people, 

total. . 30,529 m. dol. | 58,079-7 m. dol. | £240,163,000 
Income per head. 331 dol. 557 dol. £49-5 

Income per head of Persons included in Fiscal Statistics, in Budget Units. 

Up to 0-1% of pop... 118-1 85-6 78-4 
0-1-0-2% 2 Dee eer 29-1 25-4 27-7 
02-03% .... 18-9 17:8 aes 
03-04% ... . 15-0 14-4 he 
0-4-0-5% ee 12:9 12-4 mo 
Up to 05% - pee. 38-8 31-1 31-5 
0-5-1:0% - 9-4 9-4 10-3 
1-0-2:0% 6-3 6-6 7-4 
2-0-4-0%, 4-5 4-6 4:8 
4-0-10-0% 3-4 3-2 3:3 
10-0-20-:0% 2-4 2-3 2-4 














A comparison of the distribution of incomes in these two 
countries on the one hand, and in Germany on the other, reveals 
the following points of difference : 

(1) The incomes of the wealthiest 0-5 per cent. of the popula- 
tion in the two English-speaking countries are lower than in 
Germany; during the war, instead of having increased, as was 
the case in Germany, they have declined. 

(2) The incomes of the 16 per cent. coming last in the table 
(4:0 to 20-0 per cent.) are definitely higher than in Central 
Europe. 

For England all that is available are the returns of large 
incomes, subject to super-tax, which have been published since 
1911-12. Unfortunately, therefore, the figures refer to a very 
limited number of persons. As a result, the following device 
had to be adopted. During the financial year immediately 
preceding the war, 1913-14, the number of persons assessed for 
super-tax was 14,008, or 0:03 per cent. of the population. We 
took the same percentage of the population for England in 1919-20 
and for Germany in 1913 and 1919, thus obtaining comparable 
figures. In 1919-20 the number of persons assessed for super- 
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tax in England was much larger and formed 0:1 per cent. of 
the population; this supplies the other datum required for 


comparison. 
table below. 


The results of our calculations are shown in the 














ENGLAND. PRUSSIA. 
1913-14. 1919-20. 1913. 1919. 
Population. 45,508,000 | 46,082,000 | 40,751,635] 37,806,000 
Total income of population. £2,250 £3,900 22,927 34,340 
mil. mil. mil. marks| mil. marks 
Income per head. £49-4 £84-6 563 marks | 908 marks 
0:03% of population. 14,008 14,185 12,682 11,637 
Their income, £175,605,000 | £270,683,000| 1,694-4 3,154 
mil. marks| mil. marks 
Their income per head. £12,536 £19,082 133,610 271,032 
marks marks 
Ditto in budget units, 253-8 225-6 239-9 298-5 
0-1% of population. -— 46,082 40,752 37,806 
Their income. a £422,805,000 2,650 4,996 
mil. marks | mil. marks 
Their income per head. — £9,175 65,024 132,153 
marks marks 
Ditto in budget units. 122-01 108-5 115-5 145-5 

















1 Approximate estimate. 


Thus, before the war the incomes of the wealthiest few in 
England were somewhat higher than in Germany, but, whilst 
in Germany they have increased considerably during the war, 
in England, as well as in the United States, they have declined. 

Such are the data available with regard to the distribution 
of income among the wealthy and well-to-do classes in capi- 
talistic countries, representing about 60 per cent. of their total 
population. The analysis of these figures suggests the following 
conclusions. 

(1) The available data with regard to the distribution of 
national income in advanced capitalistic countries point to a 
high degree of stability of that distribution both in space and 
in time. This fact is proof of the existence of a similar stability 
in the economic and social organisation of capitalistic society. 
Any considerable modifications in it are a matter of decades. 
It will be shown later that in the case of backward agricultural 
countries the curve of distribution is bound essentially to differ 
from that characteristic of industrial countries. 

(2) The amounts of the incomes and their increase depend 
very little on changes in the distribution. The principal fact 
revealed by our data is that there exists a very close dependence 
of the increase in the incomes of the wealthy and well-to-do 
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classes, with the only exception of the wealthiest few, on the 
general growth of national wealth and the development of pro- 
ductive powers. Every class and every group in modern society 
entirely depends, for the raising of its standard of life, on the 
rate of increase of national income. 

(3) Even the income of the wealthiest few, representing the 
first 0-5 per cent. at the top of the social scale, depends to a 
much greater extent on the growth of productive powers than 
on any changes in the distribution. It is obvious that the 
excessively high rate of growth at one end of the scale must have 
its counterpart in a corresponding reduction at the other, in this 
case among the working classes. 

(4) The decrease in the incomes of the wealthiest few in the 
United States and in England during the World War serves to 
prove that their growth, in so far as it depends on the increase 
in the social and economic power of that particular group, is 
neither unlimited nor irresistible, and can effectively be held 
in check. 

(5) The incomes of the middle classes, that is, of the 16 per 
cent. of the population included in the group from 4:0 to 20-0 
per cent., expressed in terms of budget units, are higher in the 
younger oversea countries than in Europe. 

(6) The average income per head of population is no abstrac- 
tion, but a perfectly real quantity which has got constantly to 
be used in all investigation bearing on the development of 
productive powers and on social phenomena connected with 
the distribution of income. 

As to the incomes of the remaining 20 per cent. who 
represent about 40 per cent. of the total population,! they 
belong to the poorer classes, about whose incomes fiscal statistics 
contain but little information. 











oe Percentage of Number of dependents to 
imits of income. population included. | every person included. 
Over 30,500 marks 0-0-07 1-99 
9,500-30,500 ss, 0:07-0:32 2-02 
3,000-9,500 ‘si 0-32-2-0 2-29 
900-3,000 ss 2-0-19°5 2-17 
Up to 900 ae 19-5-39-3 0-92 
Average for all population eee ee as 1-54 
as urban population . . ... . 1-23 
* rural population eh sem we 1-92 








1 The number of dependents to every individual included in taxation 
statistics varies as follows, according to the amount of income and the professional 
composition of the population. The figures used are those of Prussian income 
statistics for 1913. 
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Including them, we obtain the following table, showing the 
income distribution in budget units. 








Percentage of PRussIA. Saxony.! U.S.A. AUSTRALIA. 
population. 1913. 1912. 1918. 1914-15. 
0 -10:0% 5-6 5-7 5-5 5-8 
10-0-20:0% 1-9 1-9 2-3 2-4 
20-0-30-:0% — 1:3 1-7 1-4 
30-0-40-0% —_ 0-9 1-1 0-5 

















1 In Saxony the percentage of population included in taxation statistics 
exceeds 40 per cent., reaching 45-8 per cent. The extra 5-8 per cent. not included 
in our table have an average income of 0-5 budget units per head. In the U.S.A. 
the proportion is only 35-9 per cent., and in Australia 38-7 per cent. 


As to the graphic presentation of the distribution of incomes, 
the following should be said. Obviously, had there been perfect 
equality in the distribution, the latter would be represented by 
a horizontal straight line, whose distance from the axis of 
abscisse would thus remain constant. This, however, is not 
the case, and instead of a straight line we have a curve, whose 
slope depends on the degree of inequality in the distribution of 
incomes. The greater the inequality, the steeper the slope of 
the curve. In order to measure the degree of inequality repre- 
sented by the curve, it is necessary to take the sum of the devia- 
tions of the incomes of all persons included in the register from 
the average income per head of population, and divide it by the 
amount of national income. The slope of the curve will thus be 
obtained from the following equation : 


(D, — Dn) + (Dz — Dn) + (D3 — Da) + eee 
Amount of National Income 





x = . 
where X is the measure or coefficient of inequality in the distribu- 
tion, D,, — the average income per head of population, and 
D,,D., . . . — the actual incomes of the corresponding groups or 


persons. 
By using this formula we find the following coefficients of 


inequality in the distribution of incomes for those countries for 
which the necessary figures are available : 








Coefficient of Income per head 
inequality. of population. 
United States . si Hah, ss 0-53 557 dollars 
Aumiyalia,-. 2 se 8 ee 0-64 , ) 
Saxony . ee te ee ee 0-70 IGF 4s 
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It would appear that there exists some definite connection 
between the poverty of the country and the degree of inequality 
in the distribution of incomes. Our tables have shown that the 
level of incomes of the wealthy and well-to-do classes of the 
population is very nearly the same in all capitalistic countries, 
but that, the lower we descend down the scale of incomes, the 
more marked are the distinctions between various countries. 
These distinctions are especially marked among the poorest 
classes, whose mode and standard of life would appear to be 
entirely determined by conditions peculiar to each country. 
Especially striking is the low standard of life of the poorest 
group of population in Australia. Hitherto this particular 
aspect of the problem of distribution had escaped attention, 
though in fact its social importance is very great. In order, 
however, to gain clearer insight into the process of distribution 
of incomes among these particular groups, it is necessary to 
have recourse to other sources of information. 

In this connection the greatest interest attaches to the differ- 
ences between the curves of distribution of incomes of urban 
population on the one hand, and of rural population on the other. 

The social and economic condition of the countryside is very 
adversely affected by the slow rate of development of the pro- 
ductive powers of the farming industry. While the incomes of 
townsfolk and their standard of life rise at a rapid rate, owing 
to the speedy growth of industrial production, the incomes of 
villagers, dependent as they are on the progress of farming, 
increase but slowly. The slowness of agricultural progress, as 
compared with that of industries in towns, was bound to create 
a great difference in the levels of economic prosperity and general 
culture of the towns on the one hand, and of the country on 
the other. The process of differentiation in this respect is well 
illustrated by French agricultural statistics.1 The aggregate 
net income derived from farming in France was as follows : 








1882. 1892. 1911. 
Net agricultural production, in 
million francs . . .« « «© * 10,418 9,602 11,946 
Average net production per hectare 283 fr. 261 fr. 325 fr. 
Indices of average net production . 100 92 115 
Income per head of population. . 694 fr. 770 fr. 909 fr. 
Indices of income per head . . . 100 111 131 














In 1882 the average income per head of rural population in 
1 Statistique agricole annuelle, 1911, p. 326, 
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France amounted to 424 francs a year, while for the whole popu- 
lation it reaghed 694 francs. Since then, the income per head of 
the whole population increased in the proportion of 100—111—131, 
while the yield per hectare varied at a much slower and less 
regular rate, the indices being 100—92—115. 

In order to make up, at least to some extent, for the difference 
in favour of the towns, farmers in Western and Central Europe, 
besides using every other means to raise the production of their 
industry, are compelled to have recourse to an extension of the 
area under cultivation per head of population engaged in agri- 
culture, with a view to increasing the income from their farms. 
Since there is practically no room for such extension, except at 
the expense of the numbers of rural population, it is actually 
achieved either by the exodus from villages to towns and industrial 
centres, or by a fall in the birth-rate. As a result, the cultivated 
area per head of rural population increases continually. The 
process is made evident in the table below, compiled from French 
and German statistics : 


FRANCE. GERMANY. 
Cultivated area per head of rural population. 
1882 . . . . 1-50 hectares 1882 . . . 1-69 hectares 
Weee 5. tl el UGS C= Rage « « sls EO 
110 SS eewemerseme) Cli MP 1907 185 ,, 


The exodus of rural population to towns and factories is a 
direct consequence of the fact that the technical development 
of farming lags far behind that of industry. In order to secure 
some share in the increase of national income, which is mainly 
due to increased industrial production, the rural population is 
compelled continually to seek improvements in the conditions 
of its own work and to extend the area under cultivation relatively 
to its numbers. Yet the increase in their income either lags 
behind that in the national income as a whole, or scarcely succeeds 
in keeping pace with it. 

















Urban population of Berlin. Diisseldorf district. 
Prussia. oe 
1896. | 1913. 1875. | 1896. | 1913. 1875. | 1896. | 1913. 
Population. . . | 12,750,141 | 19,635,425 | 826,341 | 1,641,285 | 2,026,491 | 1,387,119 | 2,167,051 3,568,663 


Income per head in | j 











marks. 556 740 709 805 | 996 306 | = (448 656 
Income per head in | | | | 
budget units. 1:37 | 1-31 2-34 1-98 1:77 101 | #110 | 1-17 


Income per head of Persons included in Fiscal Statistics, in Budget Units. 
Percentage of Pop. 
be 2 to 0-56%. 
05-10% ... 5. 
10-20% . . . 9-3 
20-40% . . .| 5 
4:0-10-:0% . . . | 3 
10-0-20-0% | 2+ 


ss | 
20:0-30-0% 2 2 | — | 
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The figures of the growth of incomes of industrial and rural 
population in Prussia are very characteristic in this respect. 
The figures for urban population refer to the whole country and 
to two important industrial centres—Berlin and Diisseldorf. 

It may be seen from this table that the urban and industrial 
population of Prussia increased continually, while its money 
income grew at a faster rate still. The average income in terms 
of money rose 33 per cent. in seventeen years. Yet the real 
income, in terms of budget units, declined. It shows a definite 
falling-off among the wealthy and well-to-do groups and is 
stationary in the case of employees and manual workers. The 
decline is especially marked in Berlin, with its rapidly growing 
population. In the Diisseldorf district, the centre of the heavy 
industry, on the other hand, there is a noticeable rise in the 
incomes of industrial population, especially in the case of the 
wealthy and the well-to-do classes. 

The process is quite different in the case of rural population.! 














~~ K6nigsberg district. 
1896. 1913. 1875. 1896. 1913. 
Population . 18,599,142 | 21,116,210) 1,047,408 | 1,178,231 | 904,765 
Income per head, marks 305 398 299 330 452 
Income per head in 
budget units. . . 0-75 0-71 0-99 0-81 0-80 
Income per Person included in Fiscal Statistics, in Budget Units. 
Up to 05% of atl : 16-7 20-7 16-7 20-9 27-2 
0-5-1:0% : 5-6 6-0 6-9 7:0 8-4 
1-0-2:0% < 3s 3-9 4-2 4-9 4:5 5-4 
2-0-4:0% 2-9 3-0 3-3 2-9 3-3 
4-0-10-:0% 2-1 2-2 2-0 1-9 2-0 
10-0-20:0% _ 1-4 1-4 _ -~ 

















1 In this, as well asin the preceding table, the budget units used are calculated 
for the whole population. As a result, the divergence in the curves of distribution 
is somewhat exaggerated. Should the units be calculated for each group and 
each district separately, the divergence would be reduced considerably. For 
Prussia in 1913, for example, the following series would be obtained : 

















Whole | Urban — Rural |Kénigsberg 
pop. pop. Berlin. district pop. district. 

Up to 0- 5% of - 39-1 41-6 44-2 43-3 29-2 33-8 
0-5-1-:0% 9-5 10-5 8-6 8-8 8-5 10:5 
1-0-2:0% 6-4 6-4 5-1 5-6 5-9 6-7 
2-0-4:0% 4-1 44 3-2 3-8 4:2 4-1 
4-0-10-0% . 2-8 2-5 2-1 2-6 3-1 2-5 
10-0-20:0% 1-9 1-8 1-5 2-0 2-0 _ 

20-0-30-0% — 1-1 1-2 1-5 — — 
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The rural population of Prussia, as a whole, tends to increase, 
though at a slow rate. On the other hand, however, in the 
purely agricultural district of Kénigsberg the population has 
declined considerably during the last few decades. As to the 
incomes, the increase in their nominal amount almost keeps 
pace with the growth of urban incomes: in seventeen years they 
rose 30 percent. Their real amount, however, remains stationary. 
It would appear, therefore, that the exodus of surplus population 
does little to improve the situation. 

Thus we see that the problem of agrarian over-population in 
Europe is no less urgent than that of the condition of industrial 
labour. The connecting link between the two is the exodus 
of rural population to towns and factories. 

Such are the principal conclusions, suggested by the analysis 
of the available statistics bearing on the distribution of incomes 
in several countries at the end of the nineteenth and the begin- 
ning of the twentieth century. It would be extremely interesting 
to compare the distribution of incomes at the beginning of the 
present century with that of a hundred years ago, but the only 
figures available for making a comparison with so remote an 
epoch are those for England in 1801; next come Prussian statistics 
from 1853 onwards. They are given in the table below : 





ENGLAND. PRUSSIA. 











1801. 1854. 1913. 
Population . . . . . . | 8,893,000 14,812,500 40,751,635 
Number included in_ fiscal 
ROOUINIIOD og. ie SS hg 320,759 5,226,136 16,017,048 
Percentage included . . . 3-61 35:3 39-3 
Income of population . . . | £230 mil. | 3,233 mil. marks| 22,927 mil. marks 
Income perhead . .. . £25°86 218 marks 563 marks 
Income per head of Persons included in Fiscal Statistics, in Budget Units. 
Upto01% of ppp. .. . 114-0 55-7 115-5 
OlOZG . «§ ss « 8 31-2 20-9 30-4 
0-2-0:39% Tay eer aes Yee 24-4 15-6 20-4 
OE-OR, 88 ke es — 13-5 16-0 
0-4-0:59% . = wre ke ss — 11-5 13-4 
Up to 0-5% of pop 38-4 23-4 39-1 
0-5-1-0% 9-1 10-2 9-5 
1-0-2:0% 4:5 4-9 6-4 
2-0-4:0% 2-6 1 3:5 4-1 

















1 For the group from 2-0 to 3-6 per cent. 


The only difference between the curves of distribution based 


on this table, and the corresponding curves for the beginning of 
No. 141.—voL. XXXVI. G 
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the twentieth century is that, in the case of the groups included 
in the interval from 1-0 to 4-0 per cent. of the population in 1801 
and 1854, the incomes were somewhat smaller than on the eve 
of the World War. It is worthy of note that the incomes of 
the highest group (0-0-1 per cent.) in England in 1801 are very 
nearly equal to the incomes of the same group in Prussia, Saxony 
and the United States in 1910-13. This serves to prove that the 
curves of distribution of incomes are liable to change in course 
of time. The changes are mainly due to the growth of urban, 
at the expense of rural, population. The concentration of incomes 
becomes certainly more marked, but it is not confined to the 
wealthiest groups alone, representing some 0:5 per cent. of the 
population. In fact it involves the groups adjoining them down 
the scale, and representing anything up to 4 per cent. or, per- 
haps, even 10 per cent. of the population. The accumulation 
of incomes, however, proceeds at a very slow rate. 

The lack of material, unfortunately, prevents us from going 
beyond these tentative conclusions and attempting any further 
generalisations bearing on the character of these secular changes 
in the distribution of national income. 

S. N. Procopovitcu 
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REVIEWS 


Memorials of Alfred Marshall. Edited by A.C. Picov. London : 
Macmillan & Co., Limited, 1925. Pp.ix + 519. 8vo. 12s. 6d. 
net. 


It is no easy task to give an adequate picture of Alfred 
Marshall to anyone who has not known him. His writings do not 
exhibit many of the most attractive traits of his personality. His 
strong dislike of controversy, and his fear of error, make much 
that he has written seem over-cautious; his criticisms seem too 
mild. He also was very conscious, perhaps too conscious, of the 
general attitude of his probable readers, and adjusts what he says 
to meet this. Thus the reader ought to bear in mind the date at 
which any article was published. If he does, he will realise that 
some things, which seem obvious now, required to be said with a 
sort of half apology in the Victorian atmosphere of a generation 
or more ago. The younger generation of to-day, who have, through 
their teachers, got the benefit of Alfred Marshall’s remarkable 
contributions to economic science, do not, when they first read 
his original writings, appreciate them sufficiently. They do not 
realise how much was an original contribution. 

This memorial volume, ably edited by his pupil and successor, 
Professor Pigou, will, however, help the present generation to a 
better understanding. First and foremost it contains the Memoir 
by J. M. Keynes, which is already familiar to readers of the 
Economic JournaL. It needs no further praise here. This is 
followed by some short reminiscences by other persons. These 
add a few details to the picture. Then come a series of selections 
ranging from a paper in 1872 on ‘“‘ W. Jevons’ Theory of Political 
Economy ” to one in 1917 on “‘ The Equitable Distribution of 
Taxation.” Many of these are already familiar to students, but 
they are well worth re-reading ; for there is a personal element in 
some of them which has been suppressed in the longer books. The 
evidence before various Royal Commissions—by no means the 
least important part of Marshall’s work—is not reprinted here, 
but there is hope that this will be undertaken. The remainder 
(about 125 pages) of the volume contains letters. Would that 
there had been more—many more! They are very varied and 
very characteristic. Many others ought clearly to be published. 

G2 
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The injunction in his will that controversial matter should be 
suppressed is possibly a bar to the publication of some of the most 
interesting ones, but there must, one would suppose, judging from 
the selection here given, be many others which would instruct and 
delight the large body of persons who had the advantage of being 
his pupils or his admirers. How illuminating is a passage like 
this in a letter to a schoolboy :— 

“From six to seventeen years I studied practically 
nothing but classics. I then obtained a place in the school 
which entitled me to a ‘close’ probationary classical 
fellowship at Oxford. (These things are abolished now.) I 
spent the next five years mainly on mathematics, and the 
next three mainly on philosophy. I have forgotten my 
mathematics and philosophy as well as my classics; but I 
am intensely grateful to them. And I am not very grateful 
to my classics.” 


Or again, this which opens a letter to a rich man who wanted 
advice as to his expenditure during the war. 


“ My favourite dictum is: Every statement in regard to 
economic affairs which is short is a misleading fragment, 
a fallacy or a truism. I think this dictum of mine is an 
exception to the general rule; but I am not bold enough to 
say that it certainly is.’’ 


The chief characteristics of Alfred Marshall were that his 
interests were moral rather than intellectual, concrete rather than 
abstract. Yet he never let his intellectual processes be confused 
by any moral considerations, nor did his interest in facts ever 
diminish his remarkable capacity for abstract theory. His 
attitude to his pupils was one of affection. He took them 
seriously ; he drew them out ; he never preached to them ; he trusted 
to their being decent human beings who would try to develop their 
intellectual capacities for the common good. Above all, he was 


never dull. 
C. P. SANGER 


Legal Foundations of Capitalism. By Joun R. Commons, Pro- 
fessor of Economics in the University of Wisconsin. (New 
York: Macmillan. 1924. Pp. 394.) 


TuHE relation between Law and Economies has certainly not 
begun to receive anything like the scrutiny it would seem to call 
for. How far is Law the mere formulation or outcome of con- 
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temporary economic needs, how far does it positively control or 
limit economic action, and how do the several ages or countries 
compare with one another in these respects—this is a wide field 
which has hardly as yet been entered upon. 

From the economists of the University of Wisconsin, however, 
have come two remarkable studies, Professor Ely’s Property and 
Contract in two volumes in 1914, and, ten years afterwards, this 
substantial treatise of Professor Commons. The former draws its 
examples from all civilised countries, but gives most space to 
American legal decisions; the latter almost confines itself to 
American decisions, leading up to the pronouncements of the 
United States Supreme Court, “ the first authoritative faculty of 
political economy in the world’s history ”’ (p. 7). 

In his Preface Professor Commons penitently remarks, with 
respect to his book of thirty years ago on the Distribution of 
Wealth, that he there “ tried to mix things that will not mix.” 
The phrase recurs to one sometimes as one is honestly and heavily 
trying to plough through this present book. Professor Commons 
brings within his range not only a mass of decisions of State and 
Union courts, but also the whole of the recent literature on economic 
theory, the whole psychological discussion and all the divers 
strains of recent thought in philosophical jurisprudence—at any 
rate all those represented in America and many of their European 
predecessors or contemporaries. And he certainly does not go 
out of his way to spare his readers trouble. His writing is 
abstract, compressed, full of specialist phraseology. Thus he 
begins : 


“Economic theory deals with two concepts, Value and 
Economy. Abstract reasoning regarding these concepts 
rests ultimately on mathematical concepts of quantity, 
time and energy. The three are inseparable; for quantity 
and time are dimensions of energy.” 


And so he continues. 

To review such a book at all completely would call for an 
amplitude of knowledge as well as of time—a “ dimension of 
energy ’—which the present writer has certainly not at his 
command. But it may serve a useful purpose if one tries to 
disentangle the central body of legal fact round which the whole 
argument is intended to turn. 

The Fourteenth Amendment to the United States Constitution, 
adopted in 1868, laid down that no State should “ deprive any 
person of life, liberty or property without due process of law.” 
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It fell, therefore, to the Supreme Court, on appeal, to define ‘‘ due 
process of law,” and also, and even more vital, “liberty ’’ and 
‘‘ property.” Professor Commons’ one large outstanding fact, 
around which his whole work is in a sense a commentary, is that 
the Supreme Court between 1872 and 1897 gradually but com- 
pletely transformed the legal definition of each of them. 

In the Slaughter-house Cases (1872) the Court held that the 
grant by a State of a monopoly to maintain slaughter-houses 
did not deprive other butchers in the city either of “‘ property ”’ 
or “liberty.” For by “ property’ was meant physical things 
held exclusively for one’s own use; the State had not actually 
deprived the other butchers of their yards and pole-axes. Pro- 
fessor Commons seeks—I am not sure how helpfully—to elucidate 
this by saying that, according to the decision, “‘ property ’’ meant 
‘use value’ and not “ exchange value.” Similarly “ liberty ” 
was interpreted by the Court in the light of the historical fact that 
the amendment had been adopted immediately after the abolition 
of negro slavery: it therefore meant, the Court declared, simply 
freedom from bodily servitude. 

Eighteen years after, however, in 1890, in the Minnesota Rate 
Case, the Supreme Court held that “‘ property ”’ consisted not 
only in physical objects but in the expected earning power of 
those things; and seven years later, in the Allgeyer Case, 
“liberty ” was defined as embracing, not only freedom from the 
physical restraint of the person, but also “ the right of the citizen 
to be free in the enjoyment of all his faculties . . . to live and 
work where he will . . . to earn his livelihood by any lawful 
calling,” and so on, including complete freedom of contract. 
That, resting upon these decisions, United States Courts declared 
void large masses of State legislation of the nature of Factory 
Acts—such as had become law without difficulty in countries with 
parliamentary government—is, of course, too well known for 
comment. 

These decisions were the high-water mark of nineteenth- 
century individualism, as it arose from the eighteenth-century 
conception of ‘“ nature,” combined with the opportunities for 
deriving income from the possession of physical goods which 
had been brought by modern means of communication and trans- 
port. But the tide did not remain at high water. By a series of 
decisions between 1898 (Holden v. Hardy) and 1916 (Bunting v. 
Oregon) the embargo has been removed at any rate from State 
legislation on the hours of labour. And this has been rendered 
possible by the introduction of a doctrine, which, if not new, 
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certainly began to be applied in new ways—the doctrine of “‘ the 
police power” of the State. I do not find this systematically 
discussed anywhere in Professor Commons’ book. But in the 
chapter on the subject in Professor Ely’s book, I find a judicial 
dictum of the most far-reaching scope. It proceeds from Mr. 
Justice Holmes; and it may have a special interest to English 
readers, since Mr. Holmes is not only the son of The Autocrat at the 
Breakfast Table, but also the intellectual father of F. W. Maitland. 
In the Noble State Bank v. Haskell Case (1911), Mr. Holmes 
expressed the opinion of the court thus : 


‘“‘ The police power may be put forth in aid of whatis .. . 
held by the prevailing morality or the strong and prepon- 
derant opinion to be greatly and immediately necessary to 
the public welfare.” 


I am not sure that Professor Commons quite distinctly recognises 
the full bearing of this new development. May we not generalise 
thus? The adaptation of law to social needs might conceivably 
be brought about by definitions which limit property rights. 
But ever since the Roman law, with its sharp conception of 
‘“dominium,”’ began to influence the modern mind, the trend of 
legal interpretation has been towards the recognition of the 
completest right of individuals to make use of themselves and of the 
forms of wealth under their control. It has preferred to think 
rather of “ absolute”’ property subject to some right of another— 
subject to a “ servitude” to that extent—rather than of two 
persons each, but in different senses, ‘‘ owning ’”’ the property. 
And so both in America and England pretty absolute individual 
property rights have come to be recognised; but the necessary 
adaptation to social needs is reached by legislation ; in the English 
case requiring no doctrine to support its omnipotence, in the 
American case requiring the support of the doctrine of the “ police 
power ”’ to enable it to get over the barrier of the Constitution. 
Commercialised and democratic countries will equally “ get 
there ’’; but America, with its Constitution, may enjoy (or suffer 
from) what statisticians call ‘‘ a time lag.”’ 

To pass from these large forecasts to one or two small matters 
in the course of Mr. Commons’ exposition. What the common- 
law courts under Coke ‘‘ accomplished ”’ in the destruction of the 
powers of the craft companies in England (p. 228) cannot, I am 
afraid, be said to have “‘ stayed accomplished,” or Adam Smith 
would not have therefore thought it necessary in 1776 to cry, 
‘“‘ Break down the exclusive privilege of corporations.” And if 
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one looks up Cicero, de Republicd, and considers the date and 
influence of Bodin’s famous work, and sees how Locke uses the 
term Commonwealth, one would, I think, somewhat modify what 
is here written (pp. 222, 229) about Sir Thomas Smith. 

Wn. ASHLEY 


Economic Problems of the Mining, Marketing and Consumption 
of Anthracite and Soft Coal in the United States: Facts and 
Remedies. By Epwarp T. Devine. (American Review 
Service Press, Bloomington, Illinois. 1925.) 


THE nineteenth century built its industrial progress and 
achievement upon coal. The twentieth century struggles to 
prevent that foundation subsiding and letting down the edifice. 
Operators, miners and consumers appear profoundly dissatisfied 
in every coal-producing country. There must be some general 
cause for results so similar, and books like that under review 
greatly help diagnosis. The writer, a member of the U.S. “ Fact- 
finding ’’ Coal Commission of 1922-23, sets out frankly, simply 
and lucidly the facts of the industry, its ills and their possible 
cures. Seldom are the complex factors in industry made so 
easy of comprehension; still more seldom with so just a balance 
and so humane an outlook. The author weighs fairly the claims 
of royalty owners, employers, workmen and consumers, and if 
he holds that the workmen and consumers have a primary 
interest, while that of the royalty owners, employers and share- 
holders is secondary, few will disagree. 

Such a book cannot be read without continued comparison 
with British conditions. Thus some very striking facts emerge. 
First, there are two coal industries in the States, anthracite and 
bituminous, differing importantly. Second, enormous accessible 
supplies of bituminous coal exist, making over-development the 
most important factor in that industry. Third, the United 
States coal industry is practically self-contained. Its imports 
and exports are negligible. Therefore while the price of coal 
affects the competing powers of consuming industries in world 
markets, the United States coal industry is free from that foreign 
competition in the disposal of its product which so vitally concerns 
Great Britain. 

Anthracite coal is present only in a small portion of Pennsyl- 
vania, and the ownership, operation and transportation of a 
large part of this natural monopoly is concentrated in a few 
powerful companies, fully alive to their community of interests 
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and co-ordinated by common fiscal agents—‘‘ the anthracite 
combination.”” This is a comparatively recent condition, for as 
late as the end of the nineteenth century the anthracite industry 
was as over-developed as is the bituminous to-day. Then the 
chaotic, unregulated, troubled industry was taken in hand by 
bankers and railwaymen, and the earliest, most compact and 
most typical of American economic combinations created. The 
combination keeps production at a low level and prices steadily 
rising. But it has also stabilised the industry, regularised 
employment and given guaranteed qualities of high-standard 
fuel. 

The main difficulties in the anthracite industry arise from 
the existence and policy of this combination. In the bituminous 
industry the difficulties arise largely from the absence of such a 
combination. Over-development, cut-throat competition, lack 
of organisation and a policy, prevent the industry at present 
paying regularly proper interest on capital, giving satisfactory 
conditions of employment, or maintaining a steady and sufficient 
supply of satisfactory fuel. While the annual production of 
anthracite has remained at about 90,000,000 tons since 1910, 
and the pit-head price per ton has increased from $2 in 1910 to 
$6 in 1923, the annual production of bituminous coal has in- 
creased by 150,000,000 tons (i.e. 374 per cent.), and its price, 
which rose steadily and rapidly from 1910 to 1920 (from a little 
over $1 to $3-75), then fell to $3 in 1922 and to $2-68 in 1923. 

In both industries the social conditions of the workers are 
very unsatisfactory and the accident rate deplorable. That 
rate should be lower than in countries like England, Belgium 
and Germany, as the American conditions (shallow workings, thick 
level seams, easy ventilation, absence of heat due to depth) are 
much more favourable. But the rate is the highest in the world. 
Many reasons are given for this; e.g. the very extensive use of 
machinery and electricity; but the main fact is, says Mr. Devine, 
that safety is expensive and that it is a bother to be careful. 
Safety legislation is a matter for the individual States. In most 
cases the laws are out of date and inadequate, while the lesson 
we have learned so well, that the effectiveness of industrial regula- 
tion depends upon the efficiency of its administration—/.e. upon 
the Inspectors—is still ignored in America. 

In efficiency of working the two American industries show 
different results. In the anthracite field there is a steady drop 
in output. This is mainly the effect of passing from better 
(thicker and shallower) to worse (thinner and deeper) seams, 
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and it is not expected that future improvements in methods 
will do more than offset worsening physical conditions. In the 
bituminous industry the law of diminishing returns is not yet 
in operation, and improvements in methods have increased 
output from 2-56 tons in 1891 per day to 4:48 tons in 1923 
per man employed. 

In Great Britain the output has fallen steadily since 1891 
and is now about 18 cwt. per man per day. 

Industrial relations are very unsatisfactory. In the anthra- 
cite industry the operators and the miners are well organised, 
but strikes, local and general, are frequent. In the bituminous 
industry neither the operators nor the men are well organised, 
and there is at present a clear division between Union fields 
and Non-Union fields. The former are handicapped by the 
conditions laid down by the Jacksonville agreement of 1924 
with the Unions, and are being put out of action by the latter, 
where lower wage rates give a cost of production with which the 
Union fields cannot compete. Only terms of warfare can properly 
describe relations in the bituminous industry. 

Profits are difficult to ascertain, but the indications are that 
they have steadily increased in the anthracite industry, both 
absolutely and relatively to the increase in wages and other 
working expenses. In the bituminous industry profits are as 
irregular and uncertain as employment and wages, but they 
fluctuate about a norm which is comparable with that of corpora- 
tions in other industries in the States, and certainly do not show 
the tendency of anthracite profits to steady and rapid rise. 

The acknowledged ills are, in the anthracite industry, re- 
stricted output and high prices, in the bituminous industry 
irregularity of employment, high prices at times of scarcity, 
uneconomic employment of capital and over-production. Both 
industries suffer from high accident rates, unsatisfactory working 
and living conditions for the miners, bad and in some cases mur- 
derous industrial relations. In all these matters it may fairly be 
said that conditions in Great Britain are better, without being 
satisfactory. 

The portion of the book devoted to suggested remedies is 
the most interesting and the most disappointing. It is always 
easier to state evils than to cure them, and most of the cures 
consist in hopes and exhortations rather than recommendations 
for definite action. 

Certain panaceas the author puts aside, at all events at 
present. These are nationalisation, price-fixing, unrestricted 
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combination, trustification, compulsion in industrial relations— 
and ‘“‘ laisser-faire.” 

For monopoly and profiteering in the anthracite industry the 
remedy is taxation and regulation by the Government and the 
use of substitutes by the consumers. For the over-development 
and consequent irregularity of operation and short working year 
in the bituminous industry, storage, selling on contracts, con- 
solidation of undertakings under public supervision are prescribed. 

(When we remember that there are enough bituminous miners 
in the industry to produce 25 per cent. more coal than has ever 
been used in any year, and that want of market causes unem- 
ployment averaging sixteen six-day weeks a year, it is clear 
that a large number of miners will have to leave the industry if 
regularity of employment is secured.) 

More specific are the recommendations that the Inter state 
Commerce Commission should undertake a complete overhaul 
and revision of freight rates and routing arrangements, should 
inaugurate a system of licences, issued with attached conditions, 
for moving coal inter-state, securing economic transportation, 
proper description of qualities and the like. The Commission 
should put an end to secrecy by systematically collecting and 
publishing full particulars of production, costs, prices, profits, 
etc., and should secure the differential taxation of royalties to 
impound the ‘“ unearned increment.’ It should deal with the 
conditions under which combination of operators should be 
allowed. 

Mine workers should be free to combine—and free not to 
combine. The Union should be prepared to settle even the 
gravest question without appeal to economic force. 

The author thinks that improvement in industrial relations 
might come from the miners adopting a policy, not only of more 
wages, but of more satisfaction, more freedom, more security, 
in brief more happiness, from the work itself. The Union should 
become an organisation for mining coal as well as an organisation 
for maintaining the wages and rights of miners. This would end 
‘“‘ ca’ canny ”’ and disloyalty. But the author sees that such a 
change is not possible, nor even desirable, so long as coal- 
mining is a private exploitive enterprise under external financial 
control. The principle underlying all the recommendations is 
that the coal industry is affected to an unusually large extent 
by a public interest. Therefore, while the industry should run 
itself, it should do so under conditions securing the furtherance 
of that interest. So, on their side, the corporations must place 
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regular, efficient and inexpensive service to the public in rational 
supremacy to “return to investors.”’ Such considerations as 
these make necessary democratic organisation and operating, 
national integration without “ trustification,’ publicity and 
federal supervision. The creation and maintenance of a healthy, 
strong and educated public opinion is vital. 

The relevance of this diagnosis and treatment to our own 
country is obvious. Our industry suffers from the same evils, 
in most cases less acute but producing greater effect because our 
general conditions of wealth, resources and industrial prosperity 
are less fortunate than the American. 

The recommendations of the Royal Commission on the Coal 
Industry, now anxiously awaited, must, so far as can be seen, 
take the character of those mentioned above. But can any or 
all of them bring about a real improvement ? 

As indicated at the beginning of these remarks, there must 
be some general cause for results which are universally felt. 
The causes operating in coal production are quite clearly opera- 
tive, more or less, in other industries. Are we right, in Britain 
and America, to confine our urgent inquiries to the Coal Mining 
Industry? Why is it that, except in some luxury industries like 
distilling, brewing, tobacco-producing, there is widespread the 
same phenomenon of boundless productive capacity and severely 
restricted use? Capacity to produce and inability to buy what 
is or might be produced are the characteristics of our industrial 
life to-day. 

The author of this book sees clearly that behind the coal 
companies, “as a rule, are the bankers, the financial leaders 
of the nation, who by their control of credit are in a position 
to dominate the labour policy of the mining as of the other 
industrial corporations.” 

This suggests that the real subject of investigation is the 
methods by which production is financially controlled—in other 
words, instead of inquiring into the symptoms shown by this or 
that industry, the general causes creating pathological symptoms 
in all industries should be sought. The ironic paradox which 
was becoming evident before the war, that we can produce but 
cannot buy, may well rest upon some maladjustment of the 
functions of finance, the supply and distribution of purchasing 
power. 

The problems underlying industry in general need re-examin- 
ation. Dealing with the symptoms will not help, but not the least 
virtue of Mr. Devine’s admirable book is his realisation that the 
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underlying problems are there although he deals mainly with their 
results. His justification lies in the fact that the abounding 
prosperity of America still obscures the need there of profound 
study of industrial finance. For us in Europe that justification 
is lacking. 


KE. D. 


The Financial Crisis of France. By the Hox. Georce Prev. 
(London: Macmillan. 1925. Pp. ix + 323. Price 10s. 6d. 
net.) 


A FRENCH critic is better qualified than an English one to 
judge of the admirable accuracy of Mr. George Peel’s book, and 
also, possibly, to appreciate the humour of his pronouncements 
on our financial policy. 

‘Nor was the subject spiced by the presence of any very 
commanding personalities. There was no Colbert.” This judg- 
ment will scarcely be gratifying to the twenty or thirty Finance 
Ministers who have followed one another since the war, but its 
soundness cannot be denied. French history records the names 
of many illustrious financiers besides Colbert—notably Thiers and 
Léon Say after the war of 1870-71—but fortune has not favoured 
her in this respect at the present critical hour in the nation’s life. 
There was, however, one man on whom she could count; one who 
had achieved a world-wide celebrity through his political mis- 
fortunes, which were undeserved, even more than by his financial 
reforms. To him Mr. Peel devotes an entertaining chapter, 
“ The Return of M. Caillaux,” which in some ways recalls the one 
on Clémenceau in the celebrated work by Mr. J. M. Keynes. “ In 
his novel Coningsby Lord Beaconsfield described the character of 
Sidonia. Sidonia was by hereditary talent prescient of the great 
financial future of Europe, confident in the fertility of his own 
genius, in his original visions of fiscal subjects, and in his know- 
ledge of national resources. He held relations with all the clever 
outcasts of the world. Suppose France possessed Sidonia ! 
Would it not be worth while recalling him for cash ? ” 

But the book stops short at the moment of M. Caillaux’s fall 
after his brief but brilliant spell of office. This is doubtless the 
reason why Mr. Peel does not give us his own opinion of the 
Minister’s fiscal programme. He confines himself to pointing 
out the dangers which threaten the finances of France. These 
“ adverse factors ’’ are five in number. 

(1) The almost total loss of her foreign securities. 

Before the war these yielded an income of about 2000 million 
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francs, but owing to sales and losses the revenue from these 
sources is estimated to be now only 250 or 300 millions of gold 
francs. 

The author deserves high praise for having put this loss in the 
forefront of his list. The present writer has frequently maintained 
that this is one of the chief causes of the depreciation of the franc. 
But, unhappily, instead of seeking to remedy this state of things 
by encouraging the acquisition of new foreign securities, those in 
authority have pursued the policy of checking and penalising 
investment abroad, the true financial interests of France being 
thus sacrificed to the fiscal advantage of preventing the flight 
of capital. It takes flight, notwithstanding, and as the amounts 
lost are not known and never return to France, they have not 
the salutary effect on the exchanges which resulted from the 
open investments of former times; in fact, they have a reverse 
effect. 

(2) France’s debts to her ex-allies. 

Mr. Peel’s opinion on this matter is particularly interesting 
to Frenchmen, for it is not only in agreement with public opinion 
in France, but is expressed with a courage not usually met with 
in the foreign Press. 

“From the point of view of equity, it would be intolerable 
that if Germany failed to make the Dawes payments, Germany, 
the aggressor, should go free, while France, the victim, should 
continue to pay the debts incurred by her in the common interest 
of civilisation. France will always hold herself morally free to 
associate her payments with her receipts from Germany.” 

But what will these receipts from Germany amount to? 
Our author is not very encouraging on this question. He regards 
the answer as more or less uncertain and does not think that in 
any event the share of France can exceed £27 million, which sum 
will be entirely absorbed by the payments due to the United 
States and Great Britain. 

It is my personal belief that the best we can hope for is not to 
pay more than we receive, but it must be recognised that if this 
prospect is the best that France can hope for it is bitterly disap- 
pointing, since she will thus be left to bear the burden not only 
of all her war expenses but also all those of repairing her 
devastations. 

(3) The enormous dimensions of her internal debt, the service 
which already amounts to more than half of the total budget. 

On this point the author, while recognising that from time to 
time reductions have been made by methods concealed from the 
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public, shows that their effect is neutralised by the loans which 
still continue to be raised. It is known that the creation of a 
sinking fund is down for consideration by the Chamber. It is 
my own conviction that such a step would be against the public 
interest at the present time, in view of the fact that the funds 
required for the purpose .would necessitate additional taxation ; 
and on this point Mr. Peel’s opinion would have been welcome. 

(4) Military expenditure, which, according to Mr. Peel, had 
already before the war compromised the financial interests of 
France by its swollen dimensions, and exceeded that of any other 
country. 

I agree with this judgment for the past, although it is contra- 
dicted by the French Nationalists; but at the present moment, 
leaving out of account the unhappy wars being carried on in 
Morocco and Syria, the total amount of military and naval expendi- 
ture, in gold values, is much below the pre-war figure. Mr. Peel 
himself admits that the effective strength of the army has been 
reduced from 766,000 to 425,000 men. 

(5) Finally (‘‘ last, not least ”’), the depreciation of the franc. 

On this point Mr. Peel is as consoling as our official economists 
and financiers, for he says, “ That France can establish the gold 
standard in the future is surely not in doubt.” It is a pity that 
this statement cannot be posted up on the walls of the Bourse in 
Paris: we should very soon see the pound sterling go down to 
75 francs. But after giving us this assurance Mr. Peel adds that 
“the gold standard postulates, but does not produce, sound 
finance; it will follow upon the stabilisation of the franc.”’ And 
how is the franc to be stabilised? Should we adopt the view of 
Mr. Keynes and a very few French economists, including the 
present writer, and stabilise it at one-fifth of the value of the 
gold franc? On this point, again, Mr. Peel’s opinion would have 
been most valuable, but he does not give it. 

Let us then content ourselves with recording his benevolent 
and flattering conclusion: ‘‘ None of these difficulties should 
prove too much for France, and therefore with time and courage 
they will all be overcome.” 

What is somewhat disturbing, however, is that, according to 
Mr. Peel, France’s financial crisis is closely bound up with her 
national and economic history, and had already begun in the days 
of Roman Gaul! If this is soin fact, it is evident that a state of 
things which has already lasted for twenty centuries will not be 
easily remedied. Our Ministers of Finance could not fail to take 
advantage of so tempting an excuse. 
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Although perhaps the quotations are already too many, my 
feeling is one of regret that it is not possible to quote the whole 
book. I should like to see it translated into French, with the last 
chapter brought up to date. Mr. Peel could probably have 
written it in French, to judge by the astonishing acquaintance he 
shows with our literature, including the works of various old 
French writers, whence he has taken the words of wisdom which 
form the headings of his chapters. 

CHARLES GIDE 


The Economics of the Gold Standard. By D. T. Jack. (P. S. 
King & Son, 1925. 3s.) 

Tuts book tells us very little about the economics of the gold 
standard. It defines what a gold standard is, states the quantity 
theory of money, describes the relation between bank deposits 
and reserves, and sets out to explain the action of bank rate. It 
has something to say of the recommendations of the Cunliffe 
Committee and the Bradbury Committee. It ends with a dis- 
cussion of the sufficiency of the gold supply for future monetary 
requirements. 

But on the disadvantages either of unstable foreign exchanges 
or of unstable prices it is silent. A reader not already acquainted 
with these matters might be left wondering cither why there was 
ever any delay in raising sterling to any desired value, or why 
any one ever wanted to return to gold. Mr. Jack does not mention 
the harmful effects of deflation, or explain how or why an 
exchange risk hampers international trade. 

That is perhaps no more than to say that the book is not very 
appropriately named. It deals not with the economics but with 
the machinery of the gold standard. Unfortunately it does not 
do this very well. Mr. Jack adheres to the very common but 
fallacious view that the principal function of the discount rate 
in regulating the gold standard is to move floating balances from 
one country to another. He gives, it is true, a halting assent to 
the theory of the action of bank rate on the price level, but does 
not seem either to appreciate the manner in which it works or to 
see how little the movement of liquid balances can do without it. 

Mr. Jack is very inaccurate in details. He has invented an 
entirely imaginary Currency Note Department which is in a 
position to “‘ demand ”’ repayment of advances from the Treasury. 
He supposes that the prohibitions of melting gold coin and of 
exporting gold from this country were in force from the beginning 
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of the War. He appears to be unfamiliar with practice in the use 
of bills of exchange, for he thinks that when a payment is made in 
the course of international trade it is normally expressed in the 
currency of the creditor’s country (p. 30). And he imagines that 
a bill is returned after acceptance to the drawer in order that he 
may get it discounted. 

On p. 4 free coinage of gold and free melting of gold coin are 
essential conditions of a gold standard; on p. 23 the gold standard 
does not involve a gold coinage for circulation. On the other hand 
he consistently treats as a condition of the gold standard that 
‘all other forms of money should be convertible into gold on 
demand.” It would seem to follow that the United Kingdom has 


never had a gold standard. 
R. G. HawtReyY 


Monetary Stability. By J. R. Bewiersy. (Macmillan & Co. 
1925. 7s. 6d.) 


READERS of the Economic JourNnaL will remember Mr. 
Bellerby’s article on The Monetary Policy of the Future, which 
appeared in June 1924, and in which he contrasted two alternative 
forms of stabilisation of prices. On the one hand, there may be a 
prescribed normal price level, measured by a selected index- 
number, and the currency may be so managed as always to 
correct any material divergence from this prescribed normal. 
Or, on the other hand, there may be no such normal price-level, 
but currency policy may be directed to correcting from time to 
time any inflationary or deflationary tendency that may make itself 
felt and may threaten a disturbance of the equable course of trade. 

Mr. Bellerby’s new book is an elaboration of the discussion of 
these two alternatives. The former he calls the constant price 
normal system; the latter, in that it involves the adoption of 
other tests of stability besides the price-level, he calls the 
“ composite ” system. 

He compares successively the probable effects of the two 
systems in various directions, and he finds the balance of 
advantage unequivocally on the side of the fixed price normal. 
The composite system does not secure justice between the parties 
to long-term pecuniary obligations, and, what is more important 
still, it may permit variations in the value of money, which 
necessitate revisions of wages from time to time at the cost of 
outbreaks of industrial disputes and unrest. He supplies statistical 
confirmation of the connection between industrial disputes and 


monetary instability, as well as a theoretical argument. 
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Mr. Bellerby also discusses the relative ease of application of 
the two systems. And here likewise he finds advantages in the 
fixed price normal, despite the wider discretion and greater 
elasticity characteristic of the rival system. He points out that 
the knowledge that the central bank is aiming at a known price 
level will tend to make its changes of bank rate more immediately 
effective, because the psychological reactions upon the mercantile 
and financial community will be reinforced. And turning to 
the international control of credit contemplated by the Genoa 
Resolutions, he shows that the existence of a fixed price normal 
in one country would make the task of another country in 
stabilising the exchange with it substantially easier. 

One difficulty of the fixed price normal he does not discuss ; 
that is the effect of non-monetary causes upon any possible price 
index. An index-number is bound to give considerable weight to 
commodities of which the supply depends upon crop conditions, 
such as cereals or cotton. And the prices of materials and still 
more of manufactured products are liable to be affected by changes 
in processes. Tariff legislation is another complication. 

Perhaps the principal recommendation of the composite 
system is that it avoids being misled by extraneous disturbances 
of this kind. For it takes account of symptoms, such as 
employment and the activity of markets, which give guidance 
independently of the price level. 

The right solution would seem to be to take the fixed price 
normal as the primary indicator, but to make it subject to 
revision at the discretion of the central banks to allow for the 
non-monetary influences that may be found to be at work. 

Mr. Bellerby hopes to find help for the central bank in dealing 
with a period of depression from a Government policy of pressing 
forward the execution of public works. But he is clear-sighted 
enough to see (as some advocates of that policy do not) that the 
additional public expenditure must be met, if it is to improve 
employment, not out of increased taxation, “‘ but by the creation 
of greater purchasing power through increased borrowing at the 
bank.’ In other words, the policy is to be merely a pretext for 
an expansion of credit or inflation. 

The book is an interesting and useful contribution to the 
process of monetary reform, at a time when the restoration of 
the gold standard has brought the policy of stabilisation in 
accordance with the Genoa plan into the realm of practical 


measures. 
R. G. HawtTrRey 
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The Confessions of a Capitalist. By Ernest J. P. Benn. 
(Hutchinson & Co. Pp. vii + 287.) 

Let me be candid—I started with a prejudice against Sir 
Ernest Benn, derived from certain articles in The Times, in 
which he called for a supply of “ sound ”’ economic text-books, 
written with a single eye to the defence of Capitalism against 
its adversaries. It was not that I grudged Sir Ernest keeping 
his end up, but that I resented the suggestion that it is the 
business of the economist to defend Capitalism, as well as the 
tactical folly of supposing that you make a strong case stronger 
by attempting to conceal that it has its weak points. And now 
Sir Ernest has asked me to tea, and we have had a good long 
chat over his study fire (for that is what I think any reader of 
this book must feel has happened to him), and I found him, I 
need hardly say, a very straight and pleasant and in many 
ways a very sensible man. There was only one moment when 
he made me feel really uncomfortable, and that was when he 
divided economists into four grades according to the staunch- 
ness of their advocacy of the Capitalist faith, and I knew that 
I should come out, if not in the lowest class, yet not very far 
away. 

Sir Ernest had some good stories to tell of his youthful 
struggles and savings and business adventures, and threw off 
some very shrewd comments on the art of being an employer 
and on things in general. Here are one or two of his sayings 
which I managed to jot down. ‘‘ There are some who find it 
impossible to move from one town to another without a shower 
of telegrams or a string of taxi-cabs.” ‘‘ The girl or the youth 
who is penniless can seldom play a game of tennis without losing 
a ball.” ‘‘ Advertisers are now discovering that the funny 
advertisement defeats its own object.” “I have several times 
lately kept a note of the details of one day’s work, and I have 
been driven to the conclusion at the end of each day that I have 
done nothing but say ‘ Yes’ and ‘ No’ to a large number of 
people.” He put very clearly and forcibly a number of pro- 
positions about the nature of business profits and their con- 
nection with the risks of loss—propositions which, I was bound 
to agree with him, are insufficiently attended to by his Socialist 
critics. I was much interested by the accounts which he showed 
me of the various newspapers which have succeeded or failed 
under his guidance—interested too by his enthusiastic descrip- 
tion of the United States, though when I got home I found 


myself re-reading my Babbitt as an antidote. 
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Of course he seemed to me to have some bees in his bonnet. 
One was about Pareto’s Law, and I thought might be quieted 
somewhat if he would read Professor Pigou’s remarks on that 
rather rickety structure in 7'he Economics of Welfare—remarks 
which he seemed to have overlooked in his complaint that Pareto 
had not been taken seriously by English economists. Indeed, 
greatly daring, I ventured to tell Sir Ernest that I thought he 
read too much Socialistic literature, and too little of the work 
of serious but critical inheritors of the orthodox tradition; and 
that I was afraid he might find, even in the pages of his beloved 
Mill, things which he might not think it quite proper for working- 
men to read. 

Then he had a terrible bee about the State. “So far as 
the rest of our public expenditure [other than debt service] is 
concerned, I take the view that the great bulk of it is largely 
wasted.”” He made some queer calculations (based on tax- 
burden per head, and without any reference to the proportion 
between taxes and national income) designed to show. that 
England has been harder hit by the war than Austria; and 
some still queerer calculations apparently designed to suggest 
(though I do not think he really believed this) that if all taxation 
could be remitted the wages of the workman getting £2 10s. a 
week would immediately rise to £5 10s. His stories of his troubles 
with the taxing authorities, unlike his other anecdotes, sometimes 
forced me to suppress a yawn. 

I formed the impression that, naturally enough, he was 
looking at the economic world very much from the angle of 
his own particular occupation. Thus he was much obsessed 
by the problems of Trade Unionism, and his calculations of the 
effect of restrictive policies and ‘ sheltered” wage-rates in 
killing the production of small but useful journals were interest- 
ing and impressive. On the other hand, he hardly seemed aware 
of the existence of any general problem of unemployment. 

He was greatly concerned to show that he was worth his 
(nominal) income of £10,000 a year, but I could not make out 
that what he had to say came to much more than that he thought 
it very unlikely that he and his like would ever voluntarily 
consent to do their valuable and important work for less. This 
may be the truth, but it seemed to me unlucky that he should 
try to illustrate its necessity from the cases of the Army and 
the Civil Service, which have so often been used by his Socialist 
critics to exemplify the opposite principle—that differences in 
rank and responsibility can quite well exist without the offer of 
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unlimited opportunities of private gain to the higher ranks. 
I am sure business leaders deserve (whatever that means) to be 
paid handsomely, but Sir Ernest said nothing to convince me 
that as a class they ‘“‘ deserve ’’ to be paid so much more hand- 
somely than professors or Prime Ministers, let alone ordinary 
workmen, as they are. I_am glad he has been successful, and 
is well off; but I am glad too that he pays a thumping big 
income-tax and super-tax. 

I hope he will ask me to tea again. It is a great pleasure to 
meet such people, and to hear the story of their lives, even when 
one does not agree with all their views. D. H. Ropertson 


Industrial Ownership, its Economic and Social Significance. By 
Ropert 8. Brooxines. (New York: The Macmillan 
Company. 1925. Pp. xiv + 107.) 


Mr. BROOKINGS was in business from 1867 to 1896, afterwards 
has been actively concerned in university work and economic 
research, and during the war was Chairman of the Price-Fixing 
Committee. His qualifications for writing on industrial matters 
are thus unusually good. This little book draws attention to 
the change in the business unit during Mr. Brookings’ lifetime, 
from a stage when capital and management were united in the 
same head or heads to a stage of company or corporation organisa- 
tion where capital and management are almost entirely separated. 
He gives some remarkable statistics of the so-called ‘‘ democratisa- 
tion of industry ” in the United States through the widespread 
distribution of shares in public corporations, especially those of 
the public utility class. Except where a few persons own a large 
portion of the stock, ownership is divorced from management. 
“The actual control, including the choice of those responsible 
for routine management, is exercised by the relatively small 
group—officers, creditors, or active stockholders, who are interested 
enough and have ability enough to exercise that control—and the 
financial results of the control exercised by this group fall only 
slightly on themselves. The owner’s reliance is primarily on the 
good faith and ability of the management as witnessed by past 
performance. He cannot hold it closely responsible or make it 
carry personally the risk of loss, even of loss due to mismanage- 
ment” (pp. 11, 12). Management thus becomes conscious of 
itself as a separate factor from capital, with responsibilities of its 
own. Meanwhile, as this development has been going on, trade 
union pressure and Government control have been moralising the 
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entrepreneur, so that now management is coming to regard itself 
not as the agent of capital, but as “ the representative of all the 
co-operating parties and conflicting interests,”’ responsible to the 
stockholders only for a fair and stable return on their capital, to 
labour for the highest wage the industry will bear, and to the public 
for good and cheap service, all improvements going to the last 
two parties. “This change is not yet complete. It is a trend 
rather than an accomplished fact, but it is a very promising 
trend ”’ (p. 24). 

Mr. Brookings does not see any prospect of securing a larger 
fund for the reward of labour by reducing the shares already going 
to capital and management. His hope is in increased production, 
to be secured partly by relaxation of the anti-trust laws and by the 
publicity of accounts and statistics so as to reduce the waste of 
useless competition. He also wants greater productiveness from 
labour, to be induced by insurance against unemployment and by 
giving labour “ an important voice in the choice of management.” 

The development which Mr. Brookings reviews is really a very 
old one. The emergence of the investing capitalist, who did not 
wish to bear the burden of management so long as his income 
was secure, began with the “sleeping partner” and the bank 
over-draft, and continued through the debenture and the preferred 
share, until with the universality of the company system he is 
now the typical capitalist. When a private business was con- 
verted into a company, the bulk, or at least a very large block, 
of the ordinary shares was generally taken by the vendors to give 
a sense of security to the investing public, and in this way unity 
and continuity of control were preserved. With the passage 
of time block holdings become dispersed, and the more widely 
they are dispersed the more serious becomes the constitutional 
problem of ensuring the election of a board of directors that will 
be competent and responsible. The more numerous the share- 
holders the less they can know of each other, and the more difficult 
it becomes for them to control a board once appointed or to 
intervene between board and staff. In fact, a board gets con- 
tinued, if not by co-option, at least by co-recommendation, and 
if personal integrity may be presumed there is, as experience 
shows, much less certainty of capacity and sense of responsibility. 
One safeguard is in what one may call the growing class-conscious- 
ness of the management staff (apart from the managing director) 
showing itself in the development of a professional spirit and in 
the search for professional standards of conduct. There is, 
however, a divergence of opinion as to whether the loyalty of the 
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management is to “the business,’ as a quasi-metaphysical 
entity, or whether the ideal is to be that of service to the public 
and of co-operation with (not patronage of) labour. Quite 
clearly a clash may arise between ‘“‘ management ” as representing 
“* service ’’ and the board of directors as concerned with dividends, 
and constitutionally the case will go, now, at least, and in the 
immediate future, against the former, but, on the other hand, the 
up-drive of ‘‘ labour ”’ to the ranks of managers and directors will 
tend to restore the balance against the “idle capitalist.’”” The 
whole problem requires much more investigation, and Mr. Brook- 
ings’ book is to be welcomed as helpful in the discussion. 
Henry W. Macrosty 


The Legal Minimum. By J. Hattswortn. (London: The 
Labour Publishing Company, Ltd. 1925. Pp. 95. Price 
2s. 6d. net.) 


Mr. Hatiswortu, the Industrial General Secretary of the 
National Union of Distributive and Allied Workers, has written 
an extremely interesting and useful little book. His subject is 
the working of the minimum wage legislation of this country, 
which, apart from special war-time laws and regulations, is 
contained in the Trade Boards Act of 1909 and 1918, the Coal 
Mines (Minimum Wage) Act, 1912, and the Agricultural Wages 
(Regulation) Act, 1924. He estimates that about 4,500,000 
persons are covered by these laws, so that their scope is no mean 
one. All these measures may be said to agree in this, that their 
object is to establish a legal minimum wage in the industries 
concerned, while leaving it to the trade unions to secure by col- 
lective bargaining, if they can, higher rates of wages above the 
minima and better conditions of labour. In successive chapters 
he describes the rate-fixing machinery set up under the several 
Acts, the powers and duties of the rate-fixing bodies, the con- 
siderations to which in practice they have had regard, and the 
results of their labours. A separate chapter deals with arbitration 
awards of the Industrial Court in Trade Board cases. In con- 
clusion Mr. Hallsworth holds that while Trade Boards are neces- 
sary in disorganised trades to give the workers “ an escape from the 
vicious circle of low efficiency,” the Trade Board method “ is not 
and cannot be in any real sense a substitute for effective trade 
unionism.” 

This is an excellent little book, so clear and succinct that not 
a word in it appears to be wasted. Henry W. Macrosty 
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La Lutte contre la Cherté et la Coopération. By CuHaries GIDE. 
(Association pour l’enseignment de la Co-opération, Paris. 
1925. Pp. 228.) 


M. GivE remarks in his preface to this book that it is in the 
nature of a loud-speaker, to enable his lectures to be heard by a 
wider audience than that assembled in his lecture-room at the 
Collége de France. Its contents, which form part of an annual 
course, founded by the French Consumers’ Co-operative Societies, 
at the Collége de France, are rather of the broadcasting type, 
being general in character and put in an elementary and colloquial 
form. They appear to be brilliantly suited to their purpose, the 
exposition of complicated points being admirably clear, and yet, 
with one or two exceptions, not illusorily simplified, while the 
whole subject, which might so easily be made technical and dull, 
is exceedingly well popularised, without, again with one or two 
exceptions, being loose or inaccurate. 

M. Gide deals successively with the effects of high prices, the 
causes of high prices, including destruction due to the war, bad 
organisation of commerce, taxes and the eight-hour day and other 
social reforms, with certain remedies, including the action of 
co-operative societies, and finally with the monetary causes of 
high prices and the way to treat them. The reader may be 
slightly disappointed, having regard to the title, to find that only 
some seventeen pages are devoted to the influence of Consumers’ 
Co-operative Societies on prices. The conclusion arrived at is, 
that not much is to be expected from them in dealing with high 
prices, especially in the case of the present rise. They are, in 
fact, unable to touch the main causes of the present high cost of 
living, which are monetary, or most of the non-monetary causes 
either. In their own field, 7.e. the economy of distribution costs 
and the elimination of unfair high prices, their effectiveness is, for 
various reasons, limited, and, in fact, neither prices charged nor 
dividends paid are in any way on a par with that part of retail 
prices supposedly due to the imperfections of the existing 
commercial organisation. 

It is perhaps equally disappointing and a more serious defect 
to find that the monetary causes, which the author nevertheless 
regards as the most important, are also very briefly dealt with. 
It is here that the subject suffers most from its treatment. The 
quantity theory, for instance, is stated only in its crudest form, 
without qualification, and the account of the effect of deflation on 
international payments on p. 213 seems misleading, in that it 
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ignores the counterbalancing influence of a fall in prices on a rise 
in the rate of exchange. 

The chief lesson which M. Gide wishes to enforce is that “la 
cherté ”’ is very largely an illusion. The cost of living in France 
is much below that in other countries; it has risen less than 
wholesale prices (not more, as in England); though particular 
classes are suffering, incomes have on the whole adjusted them- 
selves to prices. The lesson would perhaps be clearer if less space 
had been devoted to those causes of high prices which really mean 
a high cost of living because they are not necessarily accompanied 
by a rise in money incomes and more to the basic and, in France, 
perhaps “la presque unique cause,” the depreciation of the franc. 
Perhaps, however, M. Gide wished also to enforce the lesson with 
which he ends, that the importance of a depreciated eurrency 
must not be exaggerated. ‘‘ Les vraies richesses d’un pays ce 
sont la fertilité de sa terre, les ressources de son sous-sol, les forces 
naturelles dont il dispose, le travail de ses habitants, le génie de 
sa race, et ces richesses-la demeurent intactes quand le papier a 
été balayé.” Or, in the words of a great English economist, 
‘the only very important thing to be said about currency is that 


it is not nearly as important as it looks.”’ 
J. ExizABETH Norton 


The Elements of the Modern Building and Loan Associations. By 
Horace F. Ciark and Frank F. Cuase. (New York: The 
Macmillan Company. 1925. Pp. viii+ 540. No _ price 
stated.) 


Tus volume has been prepared at the request of the United 
States League of Local Building and Loan Associations as one of 
the text-books of the League. The primary object has been to 
supply officials and others interested with complete and up-to- 
date information to aid them in working their Associations on the 
most efficient lines. The task appears to have been well carried 
out. The different types of Associations at work in the States are 
fully described, and the case for and against each fairly stated. 
Officials of existing Building Associations in this country, as well 
as those who contemplate starting such Societies, will find it one 
of the most complete guides which have appeared. At the end 
of each chapter there is a useful list of publications which have 
been used in preparing the case presented, so that those seeking 
even more detailed information on any special issue may go to the 
source. 
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The part played by these Associations in promoting saving 
amongst the population of the States is shown by their astonish- 
ing growth in recent years. Since 1912 the number has grown 
from 6000 to over 10,000, the membership from 2,300,000 to 
7,200,000, and the assets from $1,030,000,000 to nearly 
$4,000,000,000. Henry VIVIAN 


International Wholesale Co-operation. By AnprERs HEpDBEY. 
(Co-operative Union, Ltd., Manchester. Pp. 78. 2s.) 


THE writer of this interesting little volume draws attention 
to that risk of departure from what he regards as sound principles 
which confronts the Co-operative Consumers Movement inter- 
nationally, unless it takes steps now to put itself right. 

The theory is that the consumer should control the enterprise 
and receive the profits, and this, he claims, holds good in practice 
nationally. He points out, however, that now that the National 
Co-operative Wholesale Societies are taking steps to export any 
surplus manufactures which their National Co-operative Market 
cannot utilise, they will be violating co-operative principles, 
because they will be supplying consumers who do not participate 
either in profit or control. The author suggests, in effect, that 
sound principle requires that National Co-operative Wholesale 
Factories should limit themselves to their national market, and 
that the International Co-operative Market should be dealt with 
by an International Co-operative Organisation. The Finnish 
Co-operative Match Factory, which does a considerable export 
trade through co-operative organisation in other countries, is 
cited as an illustration of a development not in accord with 
sound co-operative principles, whilst it is suggested that the 
Scandinavian Wholesale Society is an example of international 
co-operation which indicates the solution of the problem. It is 
admitted that international organisation is not yet ripe for the 
complete application of this Scandinavan policy, but suggestions 
are made which the author thinks will prepare the way for its 
adoption. Those who are thinking forward on these matters will 
find this book well worth attention. Henry VIVIAN 


Report of the Fifty-seventh Annual Co-operative Congress. (Co- 
operative Union, Ltd., Manchester. Pp. vii + 715. 3s.) 


Tus volume differs little in substance from its predecessors, 
except that it brings up to date the statistics concerning the 
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growth of the movement. The rules of the Union were amended 
at the Congress to include in its declared objects “ the ultimate 
establishment of a Co-operative Commonwealth.” This does 
not involve any change of policy. The growth of the Co-operative 
Movement will no doubt be determined, in the future as in the 
past, more by the extent to which it convinces an increasing 
number of people that their capital is secure and that it is worth 
their while to purchase at the ‘‘ Store’ than upon any declared 
idealism, however worthy this may be. What with Capitalism 
in operation and the choice of a Socialist, a Communist and now a 
Co-operative Commonwealth, the public have a variety from 
which to make a selection. The probability is that it will con- 
tinue to utilise all four, and that the Communistic Public Park, 
the Socialistic Water Works, the Co-operative Store, the Capital- 
istic Cotton Factory and Shipbuilding Yard will continue for some 
time. 

The statistics show the movement to be in a healthy state. 
There are now 1445 Societies of all kinds, with a membership 
of 4,752,636, whilst the Share Capital stands at £91,926,000. 

The Union proposes definitely to take in hand the task of 
promoting co-operation in agriculture, and to establish a closer 
relation between agriculture and Consumers’ Co-operative 
Societies, and to this end a new Agricultural Department has 
been established. Henry VIVIAN 


The Consumers’ Co-operative Movement in Germany. By THEODOR 
Cassav. (London: T. Fisher Unwin. Pp. xvi + 201. 


7s. 6d.) 


Wurst this publication will appeal more particularly to 
those concerned in the administration of Co-operative Stores, 
the general student may read it with interest and profit. 

The Organisation of German Consumers’ Societies is explained 
in considerable detail, and reasons given for their varying fortunes. 

The development of Unions, of Local Societies for propaganda 
and educational purposes, and of Wholesale Societies for purchase 
and manufacture is fully described. It is clear that the German 
movement has to a great extent been inspired by that of Great 
Britain, and that the later Societies are, with modifications, an 
imitation of the ‘‘ Rochdale ” model. 

The middle of last century saw the formation of German 
Consumers’ Societies of various kinds, but it was not until 1890 
that the possibility of establishing such Societies with limited 
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liability was afforded, and since that date this principle has been 
adopted. 

There are interesting chapters dealing with the relation of the 
movement to Trade Unions and political parties, from which we 
gather that the issues raised have been substantially the same 
as in Great Britain. As in Great Britain, the workman, organised 
as a producer in his Trade Union, came into conflict with himself 
organised as a consumer in his Co-operative Society. 

Whilst the Societies are formally democratic, we are told that 
“the predominance of one personality is almost entirely the rule. 
Actual colleagues are comparatively rare.” One is the leader 
“in all the Society’s affairs,” and “the colleagues beside him 
occupy a very secondary place.” On this matter the German 
co-operator is evidently more docile than the British. 

The new policy of the Communists of seeking to get control 
of the Co-operative Movement is, we gather, not confined to 
Great Britain, for we are told that in Germany “ recently, in the 
towns where the Communists have a stronger influx, their attend- 
ance at the General Meetings of the Societies has been crowned 
with certain successes owing to the fact that the meetings have 
been comparatively easy to pack.” 

The turnover of the Consumers’ Societies for 1924 is placed 
at 559 million marks, and the membership at 3} millions. 

Henry VIVIAN 


India in 1924-25. By L. F. Rususrook Wittiams, C.B.E. 
(Calcutta : Government of India Central Publication Branch. 
1925. Pp. xvii + 436.) 


Mr. RusHBROOK WILLIAMS has produced another of his annual 
reports. It is the most lucid and interesting of those that have yet 
appeared in this series. There is, indeed, a curious outcrop of mis- 
prints on one page, and a statement referred to on page 144 appears 
to be missing. Also the impression of some of the diagrams might 
be clearer, and those dealing with trade-values might usefully be 
supplemented by trade-volume graphs, since trade-values alone, 
owing to increase in the price of merchandise, give an exaggerated 
idea of expansion. But the author is to be congratulated on an 
admirable work. Details concerning provinces, essential for the 
close student, swell the size of the volume, but are so arranged 
that the general reader can omit them and concentrate on all- 
India facts and figures. 

The picture presented is encouraging. Recently the atmosphere 
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of India had appeared to the outsider to be charged with certain 
dangers. Now the gusts which followed in the wake of the war- 
storm are dying away, and the electric disturbance due to strong 
political currents is becoming localised. After five years of 
unbalanced budgets, financial equilibrium has been restored; and 
it has been possible to edse the burden of contributions to the 
central exchequer which has hampered the “ nation-building ” 
activities of provincial Ministers and prejudiced the success of the 
reformed constitution. A steady revival in trade has taken place. 
The value of the total trade during the calendar year 1924 was 
467 millions sterling—the highest figure since 1913. The balance 
of trade is in India’s favour—to the extent apparently of 83 millions 
sterling; and the increase in the value of exports is in a higher 
ratio than that of the value of imports, despite the fact that the 
enhancement since 1913-14 in the cost of the latter has been 
double that of the former. 

On the other hand, we are faced with the perennial poverty of 
the masses. In the previous year’s report the old theory which 
placed the average annual income at £2 per head had been shown 
to hold no longer—if indeed it ever really held. The author re- 
turns to this topic. The average income in Madras Presidency 
is about £64; in Bombay the same for urban, and £5 for rural 
localities. Even this is sufficiently distressing, though great 
allowance must be made on account of climate, simple tastes and 
the generally reasonable cost of the necessaries of life. Poverty 
is reflected in the budget. The estimated revenue for 1924-25 
was only 90 millions sterling—a preposterously small sum for the 
running of national services for some 250 millions of people. The 
average Indian is not the “economic man.” Social or religious 
sentiment demands wasteful expenditure on domestic ceremonies, 
forbids obvious means of manuring the soil, encourages the human 
parasite and permits the monkey, the porcupine and the rat 
to commit depredations equal, it is estimated, to the total public 
revenue. In the towns the labour population is fluctuating; in 
the country subsidiary industries are neglected. Communications 
and banking facilities are still inadequate. Only 4 per cent. of the 
population is at school. Lack of sanitation undermines physique. 
Some of these causes of poverty are remediable by large expendi- 
ture. But the funds are not forthcoming and we are in a vicious 
circle. 

While, therefore, trade and industry are expanding or at least 
recovering, and though India already takes her place among the 
eight chief industrial countries of the world, the bulk of her 
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population remains burdened with rules of caste and traditions of 
life which militate against progress. India is a land of violent 
contrasts. Prosperity jostles with a poverty unparalleled in 
Western lands. While the proportion of those undergoing educa- 
tion in its higher grades competes with what is found in European 
countries, the masses remain largely illiterate. We see a highly 
developed civilisation side by side with witch-murders, human 
sacrifice and savage dacoities. Adjustment is bound to be slow 
in a vast and heterogeneous population. But we are told that the 
economic condition of the masses appears to be gradually improv- 
ing. During the decade ending 1922 the wages of both skilled 
and unskilled labour in the Bombay Presidency roughly doubled, 
while the cost of living rose by 54 per cent. Figures from other 
provinces tell a similar tale. The Legislature is not neglectful of 
the interests of industrial labour. A Workmen’s Compensation 
Act was passed during the year—not before it was wanted, since in 
the first month of its operation thirty lives were lost in the collapse 
of a cotton-mill. A Trade Union Bill is on the anvil. India’s 
obligations as a member of the League of Nations have involved 
her in other beneficent activities. But India is essentially an 
agricultural country; and it may be doubted whether the three- 
fourths of the population who are engaged in agricultural pursuits 
will altogether welcome the protectionist policy on which she 
appears to be embarking. The suspension of the excise duty on 
Indian mill-made cloth took place after the end of the period here 
treated. The Steel Protection Act, passed within the year, has 
been criticised as giving no adequate return to the consumer. 
One of the reasons for its introduction was the high exchange 
value of the rupee, which itself is decried in some quarters as a 
handicap on the farmer, already suffering from the great increase 
in the price of imports. The results of the work of the Tariff 
Board will be awaited with interest. Meanwhile the labours of 
the Agricultural Department are bearing fruit in the supply of 
suitable varieties of seed. The Co-operative Movement, though 
still on a modest scale, steadily expands. Could adequate funds 
be found for development, there is a great mine of wealth in 
India’s forests, covering as they do a quarter of a million square 
miles. Forest administration is ever fraught with difficulties ; but 
it is to be devoutly hoped that there will be no short-sighted 
yielding to a popular clamour which might destroy the results of 
such development as has been possible and stultify far vaster 
potentialities. 

On the whole there are encouraging signs of all-round progress. 
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And the attendant conditions are auspicious. India’s overhead 
charges are small. Thanks to the Imperial connection she is 
protected at a minimum of expenditure from attack by sea. 
The cost of her army, though it provides the politician with a 
standing grievance, works out at two shillings and fourpence per 
head of the population—this being one-eighth of the per head cost 
of the defence expenditure of Japan. Taxation is light. The 
national debt is only 666 millions sterling, of which all save 192 
millions is remunerative—how remunerative and salutary is 
shown in the fascinating story of India’s irrigation works, with 
their 26 million irrigated acres, which it is hoped soon to expand 
to 40 millions. These things are the outcome of a careful steward- 
ship. They constitute a sure foundation. Let us hope that 
impatience, which Mr. Rushbrook Williams describes as the 
“dominant factor in the mentality of educated India to-day,” 
will not mar the superstructure. Agitation which manifests 
itself in forest incendiarism involving incalculable damage will 
not advance matters. The author tells us that the bulk of the 
people, disappointed ‘‘ at the failure of their political leaders to 
attain the promised millennium,” have withdrawn more and more 
into the circle of their own immediate affairs. A millennium, if 
at all humanly attainable, must be won in India through a stern 
apprenticeship in social and economic advancement no less than in 
the laborious lessons of public administration. 
Hrnry SHARP 


The Industrial Evolution of India. By D.R.Gapvem. (Humphrey 
Milford. 1924. Pp. xix + 242. 7s. 6d.) 

Production in India. By R. Kanta Das. (Calcutta: Visva- 
Bharati Bookshop. Pp. x -+ 180. No price.) 

A National System of Taxation. By A. Ramatya. (Madura: 
P. S. Mahadeva Iyer. Pp. xii + 252. No price.) 

Groundwork of Economics. By R. MuxersEr. (London: Long- 
mans, Green & Co. Pp. viii + 217. 5s.) 

The Evolution of Provincial Finance in British India. By B. R. 
AMBEDKAR. (London: P.S. King & Sons. Pp. xxi + 285. 
15s.) 

Or this group only two pretend to add anything new to our 
knowledge of India, the rest are rather text-books for Indian 
students. Mr. Ambedkar has the facility of making forbidding 
subjects attractive and has produced a very readable book. 
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Provincial finance in India has so far been almost entirely neg- 
lected by writers on finance and little or nothing has been pub- 
lished apart from Government Blue Books and memoranda. The 
Evolution of Provincial Finance in British India is a useful intro- 
duction written rather from the historical point of view. It does 
not pretend to be exhaustive and is essentially a piece of pioneer 
work. There are four parts. Part I traces the history from 
1833 up to 1873, when a new régime was begun. Centralisation 
having proved a failure, the opponents of the system wished “‘ to 
make the Local Governments partners in the great joint stock of 
Indian Finances . . . instead of keeping them on the footing 
of agents and servants,” thus anticipating the present reforms. 
Opposition, however, was too strong, and as usual the solution 
was a compromise, details of which are given in Part II. Various 
methods are described, such as “ Budget by Assignments,” 
“ Budget by Assigned Revenues,” and ‘“‘ Budget by Shared 
Revenue.” None succeeded in giving the desired results. Part 
III is analytical, and is an attempt to show that whatever the 
financial relationship between the Provincial and Central Govern- 
ments, the former were never in law or fact independent but were 
closely regulated. It is an interesting piece of work, but does 
not appear to be so fundamentally important as the author seems 
to think. Part IV is devoted to finance since the introduction 
of the new reforms. The treatment here is not so good, probably 
because the space allotted to it is too small and the subject very 
complex. The conclusion drawn is that good finance cannot be 
expected under the present dyarchical system of government. 
Certainly it will be difficult. 

The author is to be congratulated upon the impartial way in 
which he has discussed an eminently controversial subject. 

Mr. Gadgil’s Industrial Evolution of India was written as a 
thesis, and is a sketch of the industrial and agricultural develop- 
ment of India since the Mutiny. It is a small book, and while 
not presenting much new matter has the merit of emphasising 
certain points which have been too neglected by Indian writers, 
such as the far-reaching effects of modern developments in trans- 
port on Indian industries ; the inevitable decay of these industries 
when brought into competition with modern methods of produc- 
tion ; and the curiously unstable condition of the indigenous urban 
industries owing to their dependence upon Court patronage. 
Considerable space is devoted to agriculture. This is rather a 
chronicle of alternating periods of comparative prosperity and 
poverty which tends to make monotonous reading. Of develop- 
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ment there is little trace, though certain readjustments show 
themselves as a result of the new transport system. The slowness 
of the change to a better technique is apparent, but enough 
emphasis has hardly been placed on the colossal nature of the task 
imposed. So far the main effects have been towards training the 
teachers and laying foundations—a task by no means completed. 
Attention is also paid to the effect of transport in equalising prices 
within the country and the general levelling up consequent on 
India taking her place in the larger commercial world. The 
change in the structure of industry is more interesting, as there is 
more movement and a quicker reaction to the new conditions. 
In discussing the old crafts it is pointed out that ‘‘ the chief feature 
to be noticed is that the demand for the products of the handicrafts 
was confined, mostly, to the place where they~were produced. 
The outside demand except in a few rare cases was insignificant.” 
The effect of this on the size and organisation of the industries 
was important. In the villages there was no organisation at all. 
Such being the case, the changed environment brought forth no 
readjustment, with the inevitable result that there was a universal 
decline in all the handicrafts and, what was and is more serious, 
in the lowering of the standard of taste of the buying public. 

In summing up the situation the author concludes, “ The 
only thing, then, remarkable about this industrial evolution of 
India has been its slowness.” Certainly progress appears to be 
slow—though it has greatly accelerated since 1914—but we have 
not a sufficiently clear analysis of the Indian environment to know 
whether this is remarkable or otherwise. 

Professor Mukerjee’s new book, Groundwork of Economics, 
has for its object the popularising of economics and also the 
supply of a text-book for students reading economics. These 
conditions naturally limit its scope. The author believes that 
Indian students should approach the study of economics through 
a study of the Indian environment—a contention with which 
all will agree. Hence great emphasis is laid on the social and 
agricultural conditions, while frequent comparisons are made 
with Japan, China and the less industrially developed countries 
of Europe. The Village Community is described, together with 
the system of landholding and methods of remuneration. The 
evils of fragmentation of holdings are dwelt upon, and the 
necessity for better methods and land reforms in general advocated. 

In all this there is nothing new, but the presentation is 
pleasant and adequate for the class of reader for whom the book is 
designed. ‘The last three chapters are in some ways the most 
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important, as here we have Professor Mukerjee’s own ideas as to 
the lines along which future development, both of agriculture and 
industry, should proceed. He believes that this evolution will 
follow lines of its own in harmony with the Indian environment. 

Further reading shows that he hopes for some combination 
of agriculture with industry, and for this he gives many reasons. 
That at present agriculture does not occupy the cultivator’s time all 
the year round, and therefore cottage industries can be dovetailed 
in with advantage. Again, it is socially desirable and will avoid 
the degradation of the work-people. 

The method of development would be co-operative, as 
already India exhibits a highly developed communal spirit. 
The industries are, of course, to be as perfectly equipped 
as possible, and the motive power will be electrical. In the 
chapter on “ Labour Problems” the evils of industrialisation 
are emphasised both in Europe and Asia. The appalling con- 
ditions in many of India’s industries, and especially in mining, are 
dwelt upon both with a view to calling attention to the necessity 
of more and better legislation and also to support the argument 
for rural industries. 

Prophecy is always dangerous, and one feels at times that 
Professor Mukerjee allows his enthusiasm to carry him away. 
Nevertheless, it is imperative that the lines of development should 
be considered in advance if Western industrialism is not to be the 
greatest of all evils in India. 

Mr. Ramaiya does not write his National System of Taxation 
for the expert, but rather for the general public. The first four 
chapters, which are devoted to a discussion of general principles, 
call for no comment, but the rest of the book only serves to show 
how easy it is to repeat such principles without realising their 
application. It contains more fallacies and displays more 
ignorance of the practical problems of taxation than one could 
have deemed possible in so short a space. 

Finally, Production in India is merely a collection of statistical 
tables culled from various Blue Books, to which are added a few 
running comments. It is difficult to see what purpose the book 
can serve. Incidentally it has two pages of Errata, which seems 
a little excessive. 

W. S. THATCHER 
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An Introduction to Statistical Methods: A text-book for college 
students, a manual for statisticians and business executives. 
Revised edition. By Horace Srcrist, Ph.D., Professor 
of Economics and Statistics, North-western University. 
(New York : The Macmillan Company. 1925. Pp. xxxiii + 
584.) 


THE first edition of this work was reviewed in the Economic 
JOURNAL, June 1918. To form the present edition it has been 
entirely rewritten and revised; and it:calls for further notice 
not only for this reason, but also because it shows the range and 
type of statistics believed to be suitable for the use of one of the 
largest groups of students in America, who take a serious course 
of statistics as part of their ordinary routine. The American 
reader appears to prefer diffuse and repetitive style, and for the 
student preparing for an examination no doubt the arrangement 
in numerous headed sections and numbered summaries (e.g. 
“Some ‘ Do’s’ and ‘ Don’t’s’ in the Use of Averages ’’) is con- 
venient; but the unnecessary length is a little repellent to the 
mature reader. 

One merit of Professor Secrist’s method of exposition consists 
in the logical arrangement of the first ten chapters, which begin 
with the sources of statistics, continue with the units of measure- 
ment, and proceed to classification, tabulation and presentation 
graphically and by averages. There is not the haste to arrive 
at results before the method is analysed that is found in some 
modern text-books. For ‘ business executives” it is a manual 
in the sense that it discusses the technical terms and methods 
that can properly be used, rather than a description of the way 
to work up the data of industrial operations rapidly into tables 
and graphs. These chapters take us as far as the measurements 
of dispersion and are almost entirely non-algebraic. They can 
be recommended as giving a sound and sufficient account of 
statistical processes suitable for those with arithmetical, but not 
algebraic, aptitude. Where so many methods are discussed, it 
is surprising to find no mention of Professor Gini’s “ mean differ- 
ence.” 

The algebraic treatment begins with a statement of the Law of 
Error, following Bernouilli. It is seriously weakened by the 
complete omission of any treatment of Laplace’s extension to 
the similar law obtained by the addition of small quantities ; 
for the applications which the author evidently wishes to 


make depend on Laplace and not on Bernouilli. Not recognising 
12 
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that the Law of Error itself provides for asymmetry, he treats 
skewness as an aberration from that law; and yet the formula: 
Mode = thrice the median less twice the mean, which he gives 
as “a purely empirical interpolation for the mode,” is derived 
from the asymmetrical Law of Error, and is not valid unless 
that is relevant. He does not give any measurement of asym- 
metry that depends on the third moment. The treatment of 
correlation is judicious, and will tend to prevent some of the 
grosser misuses of the coefficient; but the passage from the 
correlation in Darbishire’s dice experiments to the Pearsonian 
coefficient is illogical from the same inadequate treatment of 
the Law of Error. It is perhaps regrettable that he gives space 
to the “concurrency deviation method,” and especially that 


he uses the coefficient r= + - + (2e-n). where n is the com- 
n 


plete number of pairs and c the number having like sign. If applied 
to a double median table, this only agrees with the result obtained 


from the curve of error at r = 0, +5 , or +1. 


In the final chapters the methods of treating Time Series, 
which Professor Persons has made familiar, and the whole subject 
of index-numbers are carefully examined. Some of the exponents 
of the methods of index-numbers would desire a more explicit 
statement of their relation to the method of sampling, and it is 
a serious lapse that it is not definitely shown that the “‘ weighted 
aggregate’ and the “ weighted price-relative ’’ methods are 
essentially the same, for much confusion exists in regard to them. 
Nevertheless, the whole treatment of index-numbers is careful 
and informing, and should be of use to the classes for whom 
the study is designed. 

Generally this revised edition is in many ways a better book 
than the first edition, and that was among the best elementary 


treatises on the subject extant. 
A. L. Bowiry 


A National Rural Policy. Prepared by a Special Committee on 
Rural Reconstruction. (Noel Douglas. Pp. 71. 2s. 6d.) 


TuE policy outlined is the work of a small private committee 
comprising, for the most part, persons with some acquaintance 
with rural industry. Their main conclusions are that land should 
be nationalised and prices, both wholesale and retail, stabilised, 
but the processes by which these ends should be attained are not 
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elaborated in any detail. The authors deal, also, with many 
minor reforms. The book is refreshingly free from the attacks 
upon farmers and landlords which too often characterise studies 
of this kind, though here and there the criticism of present 
conditions is somewhat academic. ‘‘ Compensation paid for 
damage (to crops by hunting) does not, unfortunately, recreate the 
wealth consumed,” but the same argument is true of the new golf 
ball dropped in place of the one sliced into the gorse, or of the 
new flies tied to the cast to replace those left amongst the willow 
branches, and no one suggests that people should neither 
play golf nor fish. By those who are seriously concerned for the 
present state and future prospects of British rural life the book will 
be recognised as suggesting lines of development which merit 


serious consideration. 
C. S. OrwIn 


Scritti. By Mario Baccut. (Milano. 1925. Pp. xvi + 243.) 


Tuis volume contains a number of short essays on philoso- 
phical, legal and economic subjects by Mario Bacchi, who was 
the son of the distinguished Italian economist, Riccardo Bacchi, 
and who died of pneumonia at the early age of twenty. These 
essays give evidence of astonishing maturity of thought and 
ripeness of judgment; they show not merely great promise, but 
already a genuine measure of achievement. His father was 
abundantly justified in the ‘“ misero orgoglio”’ with which he 
recalls that he had been “the first and chief master of Mario.” — 
“ The slow and continuous systematic formation of the intelligence 
and the cultivation of the mind of my son—conducted with infinite 
passion and trembling joy from the first years of childhood— 
has been my happiness, the noble work of my life.’’ The fruits 
of his labours are to be found impressed in the pages of this small 
book, and do the utmost credit alike to the training of the father 
and to the receptivity and natural ability of the son. 

Through the tragic and untimely death of Mario Bacchi the 
world is the poorer for an original and acute intellect, which 
promised to enrich the literature of economics with notable 
contributions to economic thought, and in particular to that 
synthesis of economic reasoning with philosophical and sociological 
principles of which mankind stands so greatly in need. 

The intrinsic as well as the human interest of these writings 
warrants the hope that they may be rendered accessible to a 
wider public. For the moment they have been privately printed. 

C. W. GUILLEBAUD 








NOTES AND MEMORANDA 


REFORM OF THE IRISH CENSUS OF POPULATION 1 


IRISH statistics are hieroglyphics that express chunks of Irish 
life to those who can read them. But figures are not scientific 
evidence to any thinking mind unless one knows by what method 
the measurement of the massed facts was done. We ought to 
be told that whenever the statistics are published. Even when 
we can read through the figures to the massed facts that stand 
behind them, we must then proceed to the next step of interpret- 
ing, of perceiving the significant meaning of what we are told. 
It is ridiculous to merely fling down figures, in the traditional 
British manner, without supplying the public with all the informa- 
tion needed in order to interpret the meaning of the statistics. Now, 
just here is where the opportunity lies waiting for the Department 
of Local Government and Public Health to make a distinguished 
new departure for the first Census of the Irish Free State. Let it 
put all its capacity into the task of interpreting the statistics that 
it publishes. 

I take, as illustration, a table which has appeared in every 
Irish Census since 1841; it is Table 43 on page 62 of the 1911 
Census (Cd. 6663 of 1912-13, Vol. CX VIII.). It states the actual 
numbers of the sexes in each Province of Ireland, as returned at 
each Census. Nobody has read this table as printed, for it cannot 
be interpreted until re-calculated to show the relative numbers of 
the sexes. When translated to show the number of females per 
1000 males, this table will be seen to be sensationally interesting, 


viz.: 
FEMALES PER 1000 MALES 











Census. Leinster. Munster. | Connaught.| Ulster. Treland. 
1841 1048 1020 1004 1054 1034 
1851 1056 1053 1038 1060 1053 
1861 1038 1032 1011 1073 1044 
1871 1045 1031 1021 1084 1050 
1881 1030 1017 1019 1084 1042 
1891 1021 995 1001 1073 1029 
1901 1016 989 999 1071 1026 
1911 993 949 958 1052 1003 

















N.B.—For All Ireland, the Registrar-General estimated 1921 = 971. 





1 Part of a paper read before the Statistical and Social Inquiry Society of 
Ireland, December 3, 1925. 

















MARCH 1926] REFORM OF IRISH CENSUS OF POPULATION 119 


You now perceive (for the first time?) that Ireland to-day 
is a country having a male surplus. It has been tending that 
way ever since 1851. This phenomenon appeared first in Mun- 
ster, it then extended to Connaught also, and it is at last seen 
also in Leinster. Ulster is an exception, probably because in 
the various branches of its textile industries it offers employ- 
ment suitable for women. But since 1881 the Ulster figures 
show the same tendency. The Census Reports ought to have 
revealed this interpretation of the figures. Furthermore, beside 
the Irish figures, we ought also to be told the European figures— 
for in this matter Ireland is unique in Europe. I can only quote 
here the number (females per 1000 males) for a single date in 
each case, viz.:—England and Wales (1921) = 1095; Scotland 
(1921) = 1079; Denmark (1911) = 1060; Sweden (1913) = 
1045; Norway (1910) = 1069; Holland (1913) = 1013; Portugal 
(1911) = 1100; German Reich (1910) = 1026, etc. We cannot 
see the significance of the Irish figures unless we can compare 
ourselves with Europe. Finally, if we consider only the adult 
population (aged twenty years and up) even the Irish figures 
undergo a curious change, viz. : 





Census. Total Adults. | Male Adults. | Female Adults. ee 





1881 2,801,890 1,337,516 1,464,374 1095 
1891 2,625,775 1,264,973 1,360,802 1076 
1901 2,632,786 1,277,548 1,355,238 1061 
1911 2,666,571 1,316,898 1,349,673 1025 

















Did any of you know that the adult population of Ireland 
has been rising since 1891? But it is only a rise of male adults : 
Treland is not a place where adult women can find a living. I 
notice that the male adults who drafted the Civil Service Amend- 
ment Bill, which has passed its Second Reading in the Dail recently 
by a narrow majority, are determined to oust the adult women 
from that form of employment. These men are unable to read 
the facts of Irish life because of the bad form in which the Irish 
Census has been published. They ought to hold their hand until 
the new Census has been published. The survival of the Irish 
race in Ireland depends upon whether we can arrest this disease 
of the male surplus. 

In past times the province of an Irish statistician has been 
to supply just those Irish figures that were needed to complete 
the totals for the United Kingdom. Then, whenever compari- 
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son had to be made with foreign countries, the unit for this com- 
parison was never Ireland but always the United Kingdom. (See 
any issue of the Statistical Abstract for the Principal and Other 
Foreign Countries ; the last, or 39th Number, was Cd. 7525 of 
1914.) Hence in our Irish statistics we have been given none but 
comparison of Ireland with Ireland herself in previous years. 
To-day Irish statisticians are proudly conscious that they are the 
interpreters to other nations of the social and economic character 
of an independent Member of the League of Nations. Hence we 
may expect to find in the statistical publications of the Irish Free 
State an habitual use of comparison of Irish figures with the 
corresponding figures for other European or Dominion countries, 
which are of the type most suitable for comparison with our own 
type. This will be an absolutely new departure in Irish statistics ; 
it will carry the minds of the Irish people into regions of thought 
hitherto unknown to them. I do not mean that their knowledge 
of other countries will be enlarged by such comparisons; I mean 
that their knowledge of Ireland itself will dawn for the first time 
upon their intelligence with a quite novel significance. Nobody 
can know Ireland who only Ireland knows. The statistical 
purpose of such international comparisons is to provide the human 
mind with a norm or standard by which the character of the 
Irish fact (when reduced to measurement by statistics) can be 
judged and assigned its peculiar (often very peculiar) place among 
the facts of the contemporary world. The outstanding hitherto- 
unseen truth which Irish statistics will now reveal to ourselves 
is that Ireland is amazingly unlike any other country. Her 
statistics will become the most quoted of all countries because in 
most statistical generalisations Ireland will be found to be an 
exceptional case. But nobody in Ireland is yet aware how anomal- 
ous we Irish are, unless he has been at the trouble (and it is a very 
great trouble) to compare Irish statistics with the comparable 
statistics of other countries. 

Consider, for example, that best-known of the features in 
which Ireland is unique—that it alone is a country where popula- 
tion has been diminishing since 1845. The accepted explanation 
to most Irish minds is the one word—emigration. Now emigra- 
tion is found in every European country; but if countries are 
compared together and classified according as their emigration is 
(i) great, (ii) moderate, or (iii) small, it will be seen that for many 
years past Ireland has belonged to Class (ii) and that for a dozen 
years back she is found to be in Class (iii). What most Irish people 
have yet to learn is that in Ireland our births are much too few, 
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our deaths are much too many; so that our “ natural increase ” 
is so small that it fails to fill up the gap caused by a quite moderate 
emigration. These facts about Irish life will not be learned except 
through comparative international statistics. This is the sort of 
thing that our Irish statisticians have now got to give us. Let 
me give you a taste of it, to be going on with. In the next table 
I have given the “ natural increase ”’ (excess of births over deaths) 
for two single years, 1885 and 1910, showing the alterations in 
these matters after an interval of twenty-five years. (The figures 
are taken from the Statistical Abstracts.) 


Excess oF BIRTH-RATE OVER DEATH-RATE (PER 1000) 

















Country. Single Year, 1885. Single Year, 1910. 
B. D._ Iner. B. BW. Iner, 

Treland 23-5—18-4 = 5-1 23-3—17-1 = 6-2 
England 32-5—19-0 = 13-5 25-1—13-5 = 11-6 
Scotland . 32-2—19-1 = 13-1 26-2—15-3 = 10-9 
Denmark . 33-6—18-9 = 14-7 27-5—12-9 = 14-6 
Norway 32-4—17-3 = 15-1 26-1—13-5 = 12-6 
Sweden 30-3—18-4 = 11-9 24-7—14-0 = 10- 
Switzerland 28-8—22-4 = 6-4 25-0—15-1 = 9-9 
Holland 36-2—22-8 = 13-4 28-6—13-6 = 15-0 
Belgium 31-8—21-:9 = 9-9 23-7—15-2 = 8-5 
Portugal ! 32-1—23-2 = 8-9 32-1—19-1 = 13-0 
Spain + 36-1—32:2 = 3-9 33-1—23-3 = 9-8 
Italy : : : 40-1—28:4 = 11-7 32-3—19-9 = 12-4 
Germany . - 2 , 38-5—27-2 = 11:3 29-8—16-2 = 13-6 
France. . 25:-4—23-:1 = 2-3 19-6—17:8 = 1:8 











1 1891 instead of 1885. 


In reading this table it is well to recollect that an emigra- 
tion of 7 per 1000 is “ moderate,” and of under 4 per 1000 is 
“‘small,’’ for European populations. For Ireland, 7 per 1000 
means the emigration of over 30,000 persons per annum. Our 
‘‘ natural increase ’’ cannot afford that much. The Irish quota 
for immigration to the United States under the revised Per- 
Centum Limit Act is 28,567 for 1924-26, of which 2670 belongs 
to Northern Ireland. 

' Of course, the principle which I am elucidating in this table 
—namely, that Irish ideas about Irish facts would be greatly 
corrected if our Irish statistics, as published, were interpreted 
by comparisons made with the corresponding figures for other 
European countries—will also apply to many matters which lie 
outside the scope of a Census of Population properly so called. 
Take the use made of the soil in different countries. The very 
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small use which our people make of one of the most fertile soils 
in Europe can never be brought home to the intelligences of Irish- 
men except through international comparisons. 

From the illustrative instances given it has been made clear 
that, in the matter of the form in which the results of the Census 
is presented to the public, great improvements are possible. 
If I am right in my assumption—if the Department be really 
ambitious to make this first Census of the Irish Free State a 
notable new departure in Irish statistics, it is certainly in this 
direction, in the elucidation of the Census figures by interpreting 
their significance to the public, that all its capacity and enthusiasm 
should be concentrated. Statisticians sometimes apply the term 
“‘ secondary comment ”’ to that sort of elucidation of the primary 
Census figures. To find ample room for a great new extension of 
such secondary comment, it is absolutely necessary that the 
Population Census for Ireland should be pruned of a great part 
of its withered branches, and that some vital parts should be 
divided from the parent tree in order to take on an independent 
growth of their own. 

It is manifest that the compiling of this secondary comment 
will take a considerable time, and ought not to be rushed. But 
it has long been the custom to issue a Preliminary Report of the 
Census with the utmost expedition; and then with adequate 
deliberation to prepare the Final Report. In the following table 
I have compared these two Reports as regards one single statistic 
—namely, the “ Total Population of Ireland.” The number of 
days between Census night and the issue of the Preliminary 
Report is shown in the second column; and the last column shows 
the error in this one statistic. 


IRELAND’S POPULATION : PRELIMINARY AND FINAL Fiaures 








Census, Days. Preliminary. Final. Error. 
1871 73 5,402,759 5,412,377 + 9,618 
1881 73 5,159,839 5,174,836 +14,997 
1891 53 4,706,162 4,704,750 — 1,412 
1901 46 4,456,546 4,458,775 + 2,229 
1911 46 4,381,951 4,390,219 + 8,268 

















Now, inasmuch as we all deplore the “ partition’’ of our 
country, and because it is statistically necessary to preserve com- 
parability with past Censuses, I hope that I am right in assum- 
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ing that the new Census for Ireland that is to be issued by the 
Irish Free State will be the result of a combination of the two 
new Censuses for Northern Ireland and for the Irish Free State 
respectively. In that case the two local Censuses in question 
will come out in the first instance, like the Preliminary Report 
of previous occasions; and they will jointly satisfy the superficial 
requirements which clamour for an expeditious publication of 
the results of any Census. After their appearance, the prepara- 
tion of the All-Ireland Census, in which all the secondary comment 
will find its place, can be taken in hand with proper deliberation. 
If published in the form I have described, in which every All- 
Ireland statistic would be made comparable with the correspond- 
ing statistics for several other European countries, it is certain 
that this Population Census of Ireland in 1926 will create a great 
sensation in all parts of Ireland. Its educational value would also 
be enormous. We really cannot form a correct opinion about 
any subject of Irish economics unless we make a study of Irish 
life through the difficult language of comparative statistics. What 
I would ask the Department of Local Government and Public 
Health to do with its first Census is to make it a manual of com- 
parative statistics, in order to promote the knowledge of Irish 
economics. The people that is unable to properly use statistics 
is not yet capable of self-government. 
C. H. OLDHAM 


Tur Roap FuND AND THE TAXATION OF MoToR VEHICLES 


SEVERAL Members of Parliament and some newspapers have 
been arguing that the proceeds of the licence duties which are 
paid by the owners of motor vehicles can only be spent on the 
improvement of roads. They base their argument on a promise 
made some years ago, when Mr. Lloyd George was Chancellor, 
that the proceeds should go to the Road Fund. Since that time 
the war has changed all the conditions of finance, and promises 
made then are no longer binding. If the licence duties are a tax, 
the people who pay them have no more right to dictate to the 
Government how the money shall be spent than Messrs. Bass 
and Co., or Messrs. Lyons and Co., have to dictate how the Beer 
Duty or the Tea Duty shall be spent. 

At the present time there are special reasons why the motor 
licence duties should be thrown into the public purse like other 
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taxes, instead of being earmarked for the special purpose of road- 
improvement. If Ministers think it right to contribute to the 
highway expenditure of our local authorities, they should allocate 
a given sum of money or pay a portion of certain kinds of expendi- 
ture, instead of assigning a particular tax. Perhaps the only case 
of “‘ earmarking ”’ which could be justified on economic principles 
would be the application of the Death Duties (which are paid out 
of capital) to the redemption of the National Debt. 

A special tax on motor vehicles may be justified on more 
grounds than one. Hardly any visible expenditure offers better 
evidence of “ ability-to-pay ” than the ownership of a motor-car 
or van; and the owner of a big car or van, much more the owner 
of several cars and vans, has a clear taxable capacity which has 
somehow escaped the income-tax gatherer. If possible, the use 
as well as the ownership of motor vehicles should be taxed; and 
for this reason the Petrol Duty might well be revived, with a special 
counterbalancing tax on road vehicles driven by steam or by 
some fuel which does not come under the definition of ‘‘ motor 
spirit.”’ 

No constitutional or economic principle stands in the way of 
the Chancellor of the Exchequer if he wishes (1) to treat the 
proceeds of the Motor Vehicles Duties as part of his ordinary 
revenue, or (2) to revise, equalise and increase these duties, as 
Mr. Lloyd George increased and equalised the Publicans’ Licence 
Duties in the Budget of 1909. The scale of duties payable by 
publicans between 1880 and 1910 favoured the big house at the 
expense of the small house, just as the present scale of motor 
taxation favours the big car or van. 

In the case of private motor-cars the scale approaches equity, 
since it taxes each car according to its nominal horse-power. 
But, in practice, the formula giving the taxable horse-power has 
become obsolete, being based solely on the bore of the cylinder, 
and should be replaced by one based, as nearly as may be prac- 
tical, on the real horse-power. Then, since our general tax 
system is based on the principle of progression, the tax per horse- 
power should increase as the horse-power itself increases, or after 
a given point, say 10 h.p. Motor bicycles should also be taxed 
according to their real horse-power. 

But the chief anomaly is to be found in the scale applied to 
commercial motor vehicles. Up to a certain point—one ton— 
the scale is reasonable enough, but after this point the tax fails to 


1 As a matter of fact, these duties almost cover Mr. Baldwin’s £50 million 
Sinking Fund. 
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increase as the weight (and road-wearing power) of the van or 
lorry increases. The duties and charge per ton are as follows: 








Weight (unladen). Duty. Tax per ton. 

8 cwt.to 12cwt. . £10 £25 to £16 13s. 6d. 
12 ewt. to 1 ton £16 £26 to £16. 

1 ton to 2 tons £21 £21 to £10 10s. 

2 tons to 3 tons £25 £12 138. to £8 6s. 8d. 
3 tons to 4 tons £28 £9 68. 8d. to £7 
Exceeding 4 tons £30 £7 10s. and under. 











Clearly the duty should increase at least as fast as the weight. 
Probably it should be progressive as well, e.g. the second ton 
paying £18, the third £20, and so on. Whether there is any 
maximum weight, either laden or unladen, I have been unable to 
discover. Probably the scale ought to rise so sharply as to make 
unladen weights above 5 tons and laden weights above 12 tons 
unprofitable to their owners. 

A similar inversion of the accepted principles of taxation 
appears in the scale applied to road locomotives; e.g. 








Weight. | Duty. | Tax per ton. 
Up to 8 tons £25 £3 2s. 6d. and over 
8 to 12 tons £28 £2 6s. 8d. to £3 10s. 
Above 12 tons £30 £2 10s. and under. 








It must be presumed that this low rate of tax per ton is based 
on the assumption that road locomotives travel at a slow speed 
and therefore do not “ hammer ”’ the road surface so heavily as 
a heavy lorry or a motor omnibus. 

A motor omnibus, since it is designed to travel all its working 
day at a good pace (like a passenger train), does more damage 
to the roads than a motor van of the same weight. Moreover, it 
carries on all its business in streets provided by the ratepayer ; 
therefore we may fairly tax it at a high rate. 

Wherever the suggestion is made that road vehicles should 
be made to pay more taxation, those interested in such vehicles 
argue that ‘‘ road transport means cheap transport,’ and that the 
proposed taxation will increase the cost of transport. They are 
wrong in both statements. Road transport is not really cheap, 
it only seems cheap because the road-user throws the greater part 
of his running costs on the ratepayers, who have to construct, 
light and police his “‘ permanent way ”—the public roads. The 
small saving per ton made by transferring traffic from railways 
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to roads is counterbalanced many times over by the extra cost of 
repairing roads and bridges. In fact the real cost of transport 
includes all the charges which must be defrayed in order to make 
the transport possible. If the actual damage to the roads, with 
the cost of reconstruction, widening and repairing, were added to 
the cost of police on point duty and the rebuilding of bridges, 
it would be found that the real cost of road transport is very 
much higher than it seems to be. Some heavy vehicles, on rising 
ground where the road surface has been loosened by frost and rain, 
will do more damage in a day or perhaps in an hour than will be 
paid for by their annual licence fee. 

If road transport were as cheap as people imagine, we should 
find roads being built by private enterprise. On the contrary, 
no contractor engaged on a big job such as a barrage, which 
involves the transfer of much material, thinks of constructing 
macadamised roads and running petrol-driven or steam lorries 
over them. He lays down steel rails and runs locomotives 
drawing a train of trucks. 

This preference for rails is the general principle which would 
apply in all countries, but a new factor has been introduced (in 
this country) by the Railways Act, 1921, which makes the trading 
and travelling public the senior partner of the railway share- 
holder. Applying the principle of the Excess Profits Duty, the 
Act says that any savings or increased profit above the “ standard 
revenue ”’ shall be divided in the proportion of 80 per cent. to the 
public in lower charges, and 20 per cent. to the shareholder in 
higher dividends. On the other hand, if the existing rates and 
fares do not yield the ‘“‘ standard revenue ” contemplated by the 
Act, the companies may apply to the Tribunal for power to raise 
their rates and fares. 

Therefore, when road transport (subsidised by the ratepayer) 
takes away traffic from the railways, it throws a double burden 
on the whole community, first by increasing the cost of road 
repair, secondly by increasing the charges for goods and passenger 
traffic which must go by railway. It happens also that the basic 
trades of this country—iron, steel, coal, engineering and ship- 
building—are precisely those which do not benefit by cheap road 
transport, since their products are too heavy or bulky in com- 
parison with their value to be carried otherwise than by rail or 
water. These trades, therefore, actually suffer when traffic of a 
higher class is diverted from rails to roads, because they require 
even cheaper railway rates, while the effect of the diversion is to 
make railway rates higher. 
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Rates of another kind may be increased through the diversion 
of traffic from railways to roads, not only because the new road 
traffic increases the cost of road repair, but also because the rail- 
way companies are the chief ratepayers, contributing nearly 
£8 millions a year to the funds of our local authorities. As the 
net revenue of the railway: companies grows smaller, part of the 
loss may be thrown on the local authorities, since railways, unlike 
other property, are rated on their actual profits; the companies 
may use their falling revenues as a reason for demanding a lower 
assessment. 

At present the scale of taxation actually encourages the use 
of the heaviest motor vans, which do most damage and are also 
most objectionable to householders, pedestrians and cyclists. Ifa 
firm is considering whether it will buy five 1-ton vans or one 5-ton 
van, the Treasury (or the Ministry of Transport) steps in and says, 
“We will give you a premium of £50 a year if you will buy the 
5-ton van,” because the licence duty on this van is only £30, while 


the duties on the five small vans come to £80 a year. 
J. E. ALLEN 


RECENT OFFICIAL PAPERS 


Guide to Current Official Statistics of the United Kingdom. Vol. 
III (1924). In continuation of Vol. II (1923). Being a 
systematic survey of the statistics appearing in all official 
publications issued in 1924 and in certain selected publi- 
cations issued in 1925. (H.M. Stationery Office, 1925. 
1s. net.) 


THis volume, prepared by the Permanent Consultative 
Committee on Official Statistics, is the third issue of a detailed 
annual survey of the statistics published by Government Depart- 
ments in Great Britain and Northern Ireland. It relates chiefly 
to the year 1924. It has not been considered necessary to 
reproduce the Appendix, Volume Two, which summarised publi- 
cations of permanent statistical interest issued prior to the year 
reviewed in that volume. The statistics relating to Northern 
Ireland are fuller in this volume than in its predecessors. 





Kenya: Tours in the Native Reserves and Native Development in 
Kenya. 1926. Omd. 2573. 


In the Nyanza Province the Acting Governor “ was met 
everywhere by large gatherings of natives, who reflected in their 


‘ 
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appearance the general air of prosperity and well-being which 
now prevails throughout the Province.” In one district only had 
labour been compulsorily obtained for railway work. Through- 
out the Province the natives go out cheerfully and willingly to 
work without any compulsion. In the Kitui district there had 
been discontent—originating in one instance from the complaints 
of the girls who had been deprived of their dancing partners. 
But the Acting Governor “was informed by the District Com- 
missioner that the greater part [of deserters] had now returned 
to work without the necessity for any prosecutions, and having 
got used to the task required of them have settled down quite 
happily.” In the Kikuyu province much is expected from the 
native Councils. Their readiness to impose taxes for educational 
and medical purposes is remarkable. 





Institut de Conjoncture. Revue générale de l’activité de l'Institut 
de Conjuncture. (Edition Financiére du Comm. du Peuple 
pour les Finances U.R.S.S. Moscou, 1925.) 


THE Conjuncture Institute which issues this brochure is an 
advisory body attached to the Commissariat of Finance. Its 
advice on financial policy is said to carry considerable weight 
with the Soviet Government. According to the review the 
activities of the Institute are directed partly to practice and the 
needs of the hour, partly to scientific research. In the first 
department concrete economic data are ascertained; index- 
numbers being freely employed not only with regard to prices, 
but also other economic quantities. Thereby it is hoped to 
construct an economic barometer which may afford power of 
prevision. In the scientific department the methodology of these 


computations is investigated. 
F. Y.E. 





The Fifteenth Report of the Development Commissioners for the 
Year ended the 31st March, 1925. House of Commons, 147. 
3s. 6d. 


Tue Fifteenth Report of the Development Commission 
resembles in form those of previous years. It contains a full 
statement of the grants made during the year 1925 from the 
Development Fund for agricultural education and research, for 
the development of rural industries and village social life, for 
fisheries investigations, and for the construction and improvement 
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of harbours. These subjects indicate the wide field covered by 
the work of the Commissioners, but grants for the development 
of agriculture are the most important part of it. The introduction 
to the detailed report provides a well-reasoned statement of the 
case for public assistance and of the difficulties inherent in the 
attempt to translate the results of research work into practice on 
the farm. 





ASSOCIATION OF TEACHERS OF ECONOMICS 


Tue first annual Conference of the Association of Teachers 
of Economics—a lineal successor to the informal conferences 
of the last two years—assembled at Birmingham on January 5th 
and dispersed on January 8th. Its meetings, in which from thirty 
to forty members of the Association participated, were held at 
Queen’s College, Edgbaston. A number of those who were present 
were accommodated in the College, and the Association is much 
indebted to its Principal and Council for the hospitality shown 
to them. 

Afternoon excursions were arranged to Bourneville and 
(through the kind offices of Professor Martineau) to the works 
of Messrs. W. and T. Avery, and added considerably to the 
attractiveness of the meeting. 

Three papers were read to, and discussed by, the Conference. 
Dr. A. Redford, who is shortly to return to Manchester from the 
London School of Economics, opened the proceedings with an 
examination of the value of Economic History as a University 
subject. His plea for a fuller examination of its possibilities was 
both stimulating and provocative: Dr. Maud Sellers, Professor 
J. F. Rees, and many others took part in the subsequent dis- 
cussion. Dr. Redford was followed by Dr. A. G. Ruston, of Leeds, 
on the subject of Producers’ Co-operative Societies in Agriculture. 
Dr. Ruston’s conclusions, the result of first-hand inquiry over a 
wide field, were made intelligible to the non-expert in an admirable 
series of diagrams, and were further illuminated by the sagacious 
comments of Mr. Ashby, who presided. The discussion, if it 
revealed little acquaintance with the special problems of agri- 
culture, showed much appetite for further knowledge, and there 
are already rumours of a determined assault on the problems of 
rural economics at the Conference next year. 

“Some Comments on Current Theories of Profit ’—a paper 
read by Mr. Maurice Dobb—gave a further, and unfamiliar, turn 
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to the economic kaleidoscope, and one which was widely appre- 
ciated. Mr. Dobb, in his analysis, followed closely the lines of 
his recently-published book. He made out an effective case for 
an ‘institutional’ approach to the study of his subject, and 
provoked a discussion which was animated throughout and at 
intervals became coherent. Mr. D. H. Robertson, briefed at 
short notice in the interests of economic orthodoxy, was especially 
convincing. 

At the final session of the Conference, Professor Clay, fresh 
from his labours in South Africa, gave some account of the 
economic conditions which led to the setting-up, by the Dominion 
Government, of the Commission of which he was a member. 
There was also a short and satisfactory “ business’ meeting, 
presided over by Professor J. F. Rees. The Association, according 
to its Hon. Secretary, is in a flourishing condition; 110 members— 
or about 90 per cent. of those who are known to be eligible—have 
paid their subscriptions for 1926. The following were elected to 
the Committee: Mr. A. W. Ashby, Sir William Beveridge, 
Professor A. M. Carr-Saunders, Professor H. Clay, Dr. P. S. 
Florence, Professor J. F. Rees and Mr. Hubert Phillips (Hon. 
Secretary and Treasurer). Of these, Mr. Ashby, Professor Carr- 
Saunders and Dr. Florence are new members. 

The Association will hold its next Conference in London, 
January 7-10, 1927. Communications should be addressed to 
Mr. H. Phillips at 22, Grosvenor Mansions, 82, Victoria Street, 


S.W. 1. 
a. &. 


AUSTRALIAN NorEs 
(From our Australian Correspondent) 


CoNTROVERSY concerning the method of rating properties 
for the purpose of raising municipal revenue has recently arisen 
in Melbourne. Should municipal rating be based on the unim- 
proved land values or on the improved property values? In 
several municipalities a referendum has been taken on the subject. 
The poll in the larger centres resulted in the defeat of the proposed 
optional tax on land values, advocated mainly on the ground that 
it must force vacant land into use, and relieve the buildings 
(houses, shops, factories, skyscrapers, theatres, etc.) from con- 
tributing an undue share to the municipal revenue. There is 
justification for the view that a man should not be permitted to 
hold land vacant indefinitely for the purpose of annexing any 
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increased value created by the efforts of the community generally. 
But practically it is found that municipal taxation, if based on 
unimproved land values, may tend to a reduction of the size of 
allotments, so that in place of suburbs of open spaces use may lead 
to abuse, and congested areas arise with minimum residential 
allotments, creating the possibility of future city slums. This, 
too, in a country with large areas of land only partly developed 
by a comparatively small population, and where the rise of land 
values may be readily observed. The proposal to adopt the 
unimproved value as the basis of municipal taxation, which 
method already obtains in New South Wales, opens up an 
extremely complicated subject, and probably few of the general 
body of urban ratepayers would claim to a complete under- 
standing of the effect and incidence of an alteration from existing 
rental value basis. 





In Australia we have seen land values originate with the 
inward flow of population, and sometimes recede steadily with its 
ebbing tide, as in the case of waning mining townships; and even 
in urban centres vicissitudes of valuation occur. Like the circling 
ripple over the pond caused by a pebble thrown in, the purchase 
of vacant land in an area deemed suitable for development by 
a speculative builder, who for profit on buildings to be erected 
and sold may have secured the land at an enhanced price, paying 
instalments spread over a term, will affect other land values in 
the vicinity, as affording evidence to the Government Depart- 
ment of an immediate increment in land values necessitating an 
increased rate of tax for the future. Cases of speculative purchase 
of tiny home plots by means of only £1 deposit have been known 
to occur, and these even cannot escape consideration by the assess- 
ing authority in relation to the question of advancing values. 





BEHIND the proposition to tax unimproved land values we 
find the supporters of the Single Tax League, which maintains 
that ‘‘ those who hold exclusive possession of land or natural 
resources should pay to the community adequate compensation 
for this privilege, such compensation to be secured through the 
taxing power of the State, thereby preserving competition, lower- 
ing expenses and reducing the cost of living, whilst incidentally 
the spending of such revenue should create values greater than 
the amount of the expenditure by Government.” In New South 


Wales one effect of the taxation of land values in urban areas has 
K 2 
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been that, where the Valuer-General has increased the assessment 
of land values, it has been found that the Municipal authorities, 
instead of adjusting the burden by charging a lower amount on 
the £, have generally seized the chance to secure a larger revenue 
for expenditure by continuing to charge the existing rate of tax 
on the higher assessment. In some of the Sydney suburbs 
rates are now 5d. in the £ on the unimproved capital value, made 
up of general purposes rate (including main roads rate) 44d., and 
loan rate two-thirds of apenny. Water and sewerage rates, which 
are additional, are still levied on rental values by a separate taxing 
body. The City Assessor of Sydney states that he has enough 
evidence of sales of properties in the city at such unreasonably 
increased prices as to warrant a considerable increase in land 
values generally. Such increment can hardly be due to any 
sudden increase of population, but has arisen partly from increased 
prices operating as an aftermath of the war. 





It has been held that urban site values and building values 
(from which the actual rental value is derived) are different in 
origin and kind. The former is derived from the flow of popula- 
tion to a particular civic centre or spot, the latter is obviously 
due to the expenditure of labour and capital. These forces may 
move in opposite directions, and hence the question of “ ability 
to pay taxation”’ needs consideration. When once beneficial 
ownership has been achieved, and the site permanently devoted 
to a specific employment, the nature of the occupation may fix 
its future remunerativeness. Buildings will deteriorate with age, 
whilst site values from scarcity or otherwise may go on increasing. 
Yet the rental derived from actual occupation of premises may 
not improve—either owing to a long lease, through limitation of 
utility or commercial value of the building, or through too high 
a price having been paid for the land. Under the system of land 
value taxation, it has been pointed out, the Court takes into 
account only its valuation of the land. Whilst in some suburban 
centres rates and taxes have increased fourfold since 1915, the 
rental return which is the real basis of income remains the same ; 
so that after necessary repairs have been executed, the net 
balance of income left for the owner is inadequate as compared 
with shares or debentures returning a safe 8 per cent. income. 





At the present time legislation is projected by the New South 
Wales Government for extending the area of operations of the 
present Fair Rents Court, designed for the protection of tenants 
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generally. Rent is the source of income from which taxes can 
be paid, and hitherto, in computing a “ fair rent,” taxes, including 
' property income tax and federal land tax, have been included, 
but it is proposed to sweep aside this provision to the detriment 
of property owners, whilst the further ‘“‘ squeezing of the water 
out of the land value monopoly by taxation” must prove a 
deterrent to real progress. 





A LITTLE matter, but one which has excited considerable 
interest in New South Wales, is that of the desired discontinuance 
of demonstrations of loyalty in the public schools of the State. 
The Public School Teachers’ Federation, whilst asserting that the 
loyalty of the public schools is unquestioned, has requested the 
Minister for Education to abolish the prescribed recital by pupils 
each Monday morning of the formula attending salutation of the 
National flag: “‘ I honour my God, I serve my King, I salute my 
flag.”’ It has been stated by some of the teachers that “ in certain 
schools the spirit of the ceremony is not such as would nurture 
any respect for either God, King or Country, and that the cere- 
mony tended to cheapen patriotism. It was better to do things 
and not talk about them.” The result has been that the Minister 
has withdrawn the compulsory feature of the departmental 
instruction, and will allow the schools to inculcate the love of 
country and loyalty along unstereotyped lines. 





RECENT papers read before the N.S.W. Branch of the Economic 
Society have been—(1) by Mr. A. Jobson on the movement of 
the State public debt since 1914 and the mode of expenditure of 
public loan moneys, (2) by Mr. A. H. B. Fitzhardinge on the 
Australian banking system and the cash reserves of Australian 
banks, and (3) a paper by Mr. O. St. Clair in criticism of recent 
expositions of the quantity theory of money. 

A. DuckworTH 
Sydney, October 20, 1925. 





Tue INDIAN Economic CONFERENCE 


Tue Ninth Session of the Indian Economic Conference was 
held at the Senate House, University of Madras, from January 
4~7, 1926. The Conference is the Annual Meeting of the Indian 
Economic Association, which now has a membership of 115, 
teachers and those especially interested in economic science, 
representing all parts of India. 
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Within the last year three members of the Indian Economic 
Association have been appointed by Government to fill important 
positions. Professor Burnett-Hurst of Allahabad was appointed 
a member and Secretary of the Indian Economic Enquiry Com- 
mittee; Dr. John Matthai of Madras was given a place on the 
Indian Tariff Board; and Professor A. J. Saunders of Madura 
was appointed a member of the special Committee to investigate 
the problem of unemployment in the Madras Presidency. 

There were 55 members present at the Madras Conference 
from such widely separated university centres as Lahore, Benares, 
Lucknow, Allahabad, Patna, Calcutta, Bombay, Dacca, Hydera- 
bad, Mysore City, Madras and Madura. In addition many 
interested visitors and a large number of students of Economics 
from the Madras colleges were in constant attendance, so that the 
interest was maintained all through the session. 

The Chairman of the Reception Committee, Sir R. Venkatrat- 
nam Naidu, Vice-Chancellor of the University of Madras, delivered 
the Welcome Address in his usual able manner. The Conference 
was formally opened by His Excellency Viscount Goschen, 
Governor of Madras. The Conference was particularly fortunate 
in having Lord Goschen to open its proceedings, because his 
father was one of the founders of the Royal Economic Society 
in 1890. Great hopes are entertained that the new Viceroy, 
an agriculturist, will distinguish his term of office by concerting 
methods which will result in a great improvement in Indian 
agriculture, and consequently the Governor’s opening speech dealt 
mostly with agricultural problems. Among other things he said : 

“In this crusade, which I hope sincerely to see undertaken 
ere long, it will need the combined efforts of all of us to overcome 
the great difficulties which have to be faced in the conservatism 
of the ryot, his lack of credit and the smallness of his subdivided 
holdings. To deal successfully with the first of these obstacles 
it will be necessary to invoke the aid of public-spirited citizens, 
men of influence and position, more especially the big landholder, 
who could do much by example and demonstration to teach the 
value of up-to-date and scientific methods. For a partial solu- 
tion of the credit question we may perhaps look to the develop- 
ment of co-operative banks, which are already doing something 
to meet this difficulty which confronts the small farmer in India. 
Increased productivity must, however, be the main foundation 
of improved credit. The ‘fragmentation of holdings,’ as it is 
termed, to which I have referred is a real and pressing administra- 
tive problem. But it is engaging the attention of economists 
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like yourselves, and we need not despair of some practical solution 
being found.” 

The Madras Conference was also fortunate in having for its 
President, Professor C. J. Hamilton of Patna University. On 
coming to India Professor Hamilton, who had been secretary of 
the Royal Economic Society, organised the first Indian Economic 
Conference, and he has taken a keen interest in the work of the 
Association since its inception. The Presidential Address was an 
able discussion of “‘ Economic Policy and the Future,” dealing 
with two important questions : Towards what form of Economic 
Society are we tending, and to what form should we strive? 
The President’s answer to those questions may be summarised 
as follows : 

“TI believe that ethical no less than economic progress of 
mankind rests fundamentally upon the maintenance of the forces 
of competition. If real progress is to be made, we must do our 
best to safeguard two things, competition and freedom. Freedom, 
to my mind, is the greatest of human possessions, and I feel certain 
that the world of socialism or communism would mean the nega- 
tion of freedom, and I think it is not at all improbable that it would 
mean the negation of even common honesty.”’ 

The programme of the Conference was divided into four 
sections, dealing with Indian Official Statistics, Rural Economics, 
External Capital in India, and the Problem of Second Chambers in 
India. The last subject was an excursus into the realm of political 
science, but it was decided not to continue the experiment. The 
two subjects that produced the best papers and initiated the most 
interesting and helpful discussions were Rural Economics and the 
question of External Capital in India. 

The Social side of the Conference was well provided for in a 
series of pleasant functions. Lord and Lady Goschen were “ At 
Home ” at Government House to the members and delegates of 
the Conference. A visit was made to the Buckingham and 
Carnatic Cotton Mills, and the delegates were much impressed 
with the welfare work that is carried on in those mills, such as 
schools for the children, a model village for the workers, the 
emphasis on saving and banking facilities, and other splendid 
social institutions. The Hon. Sir S. R. M. Annamalai Chettiar, 
one of the Governors of the Imperial Bank of India and a member 
of the Council of State, gave a tea to the Conference members. 
Trips were also made to the Chrome Leather Factory and to the 
Madras Harbour. These social items in the programme were 
much appreciated by the delegates. 
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It was the general opinion of the members present that the 
1926 Conference was very interesting and helpful. The next 
Conference goes to Calcutta, with Principal M. L. Tannan of the 
Sydenham College of Commerce, Bombay, as President. 

A. J. S. 





CoRRESPONDENCE 


The Joint Editors, 
THE Economic JOURNAL, 
9, Adelphi Terrace, Strand, W.C. 


Dear Sirs, 

I have been disappointed not to find in the recent issues 
of the JoURNAL any reference to the many recent works and 
pamphlets on the new view of Welfare economics as distinct 
from financio-economics. 

I presume that your members and readers must be well 
aware from the lessons taught by the Great War and since, that 
Barter economics, as the Americans term it, gives the clue to 
nearly all the social troubles experienced both in England and 
Europe, not to mention sundry minor dislocations in the Labour 
market in the U.S.A. 

You told me some months ago that the Douglas theorem of 
price analysis is “ logically fallacious,’ but I have found nothing 
either in the JouRNAL or in the writings of orthodox economists 
to show where the fallacy arises. Vide also The Flaw in the Price 
System, by P. W. Martin of Geneva, October 1923. 

You must surely admit that the aggregate of retail prices 
asked by tradesmen is greater than the sum distributed to the 
community in the process of producing the goods in question ? 
This phenomenon must result from the fact that these prices 
contain several items of cost besides the disbursements of wages, 
salaries, commissions and fees, such as depreciation of plant, 
reserves, insurance and interest, which items do not appear 
anywhere or anywhen as purchasing power with which to acquire 
such goods. 

The fact that this country has been able to carry on under 
existing conditions can be explained only by the return or yield 
on her foreign investments, trade losses and a gradual increase in 
the volume of gold absorbed into the banking system, on which 
a proportionately larger volume of bank credit has been built up. 

You must also admit that the desire of the consumer is the 
ultimate basis of all value which appears as market value when he 
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can obtain effective demand or money demand. Now this money 
existed prior to such demand. 

2. Referring to Mr. J. Sykes’ article in the December issue, 
which gives three tables of working percentages based upon 
Total Working Resources of London banks up to only 1914, but 
of banks in England and Wales up to 1924, and again of the same up 
to only 1915, it would be of much greater interest if these tables 
were based upon the subscribed Capital of these banks, since 
their resources are very many times the greater. 

To show that their expenses are greater than the net profits 
based upon total resources, especially when this latter is a minus 
quantity as shown in Table III, is apt to be misleading. I shall 
be grateful if Mr. Sykes can tell your members or me what is the 
present percentage of working expenses to dividend distribution 
or to gross money profits. These latter are presumably enormous. 

It has been suggested that only 15 per cent. of the population 
have banking current accounts in the U.K. to-day, and that it 
would pay the banks to defray the stamp duty on cheques, since 
the resulting increase of a/es current would give a much larger 
command of “ cash,’ and thus enable them to extend their loan 
and discount business proportionately. 

It is noticeable that Mr. Sykes’ figures do not include Scotland, 
where the development of banking has reached its greatest and 
widest scope of service. 

3. It has been stated that the payment of cash into a banking 
account puts currency out of circulation and thereby converts 
a circulating medium into a book-credit or medium of transfer 
only, carrying the option of cash withdrawal but exercised in 
practice only to the extent of some 12 per cent. 

This fundamental change in the nature of say three-fourths of our 
money, which is thus capable of expansion and contraction through 
loans at the discretion of the banks, has led to the control of money 
power by the banking system in favour of their own money 
interests, and sometimes contrary to the welfare of their clients 
and the community. 

Money to be of use must circulate and promote trade, but 
money removed from circulation interferes with the free flow of 
consumption and merely tends to promote useless production 
or a glut of goods at unsaleable prices. 

The true equation of Supply and Demand appears in Value, 
not in price through pre-existing money. Price has become the 
equation between the selling offer of the retailer and the ability 
and desire of the consumer to pay. All prices are built up from 
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this basis now, so that if the selling price is too high to meet 
effective demand, production is restricted, goods tend to accumu- 
late and workers to become idle. 

We seem to have mastered the problem of production but to 
have overlooked the necessity to effect its constant distribution 
through prices. 

4. Your JouRNAL “ is intended to represent the various shades 
of economic opinion . . . not of one school of economists, but of 
all,”’ but in practice you are ignoring lately the latest discovery, 
s.e. that better and simpler expositions of economic science are 
based on retail prices paid, working backwards and upwards to 
costs incurred, and not vice versa through speculative production. 

Our present system of hiring the command of gold through 
Bank rate, on which to base the issue of bank credit to the money 
market and indirectly to trade and enterprise, seems to leave the 
control of affairs to those who possess such gold, because we are 
unwilling to purchase gold in the open market by raising the 
sterling price. A small rise in sterling price would not appreciably 
affect the internal purchasing power of our currency, but it would 
relieve our trade of the burden of higher interest. It might react 
on the dollar gold exchange and thus cause a withdrawal of the 
gold thus obtained, and this process would be cumulative. 

This argument is based on the assumption, however, that 
America needs this new gold, which of course is not the case; on 
the contrary. 

The attitude of South Africa in re-introducing a gold currency, 
and the position of Australia, who had to purchase gold from 
America for a currency basis although she herself produces the 
metal, complicates our position. 

As regards the Rupee, which if it had been left free to adjust 
itself to the balance of trade would now stand somewhere near 
2s. instead of 1s. 6d., brings India into competition with the Bank 
of England as a buyer of gold with rupees, and thus hinders the 
expansion of our basis of credit. 

All these schemes are attempts to make trade relationships 
fit into artificial arrangements for the stabilisation of the ex- 
changes; they hinder natural expansion and the progress of 
development for the benefit of the monied interests. 

The argument that fluctuating exchanges militate against 
trade is much weakened by the efficient machinery of the Exchange 
banks, who are quite capable of selling an option of a fixed forward 
rate for a small consideration, which can thus relieve the trader 
of undue risk when calculating his quotation in a foreign currency. 
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5. The following illuminating passage from The Flaw in the 
_ Price System needs careful consideration : ‘‘ So long as the circu- 
lating medium of exchange is put to its two uses of (1) inducing 
production (i.e. paying wages and dividends) and (2) buying the 
production thus induced, alternately, industry can sell all it makes. 
But it must be alternately. When part of the community’s 
purchasing power is used not to buy goods but to add to working 
capital, this necessary alternation is not being observed : purchasing 
power is being used twice running for the same purpose. The 
circulating medium has short-circuited, as it were. Money which 
should have been used to purchase goods is being used, for the 
second time in succession, to induce further production. As an 
inevitable consequence, more production will be induced than 
there is purchasing power available with which to buy it.” 

6. Your members may be interested to note that some £88 m. 
of Bank of England notes are now in circulation, and since these 
notes carry the option to purchase gold bars up to half the stock 
in London, it seems somewhat idle to assume that our foreign 
obligations can be adjusted by the export of gold through the 
banking department of the Bank of England whose Reserve stands 
to-day below £117 m., as it has been slowly drained away by the 
call of foreign neighbours for settlement of our excessive imports 
this year. 

7. I appeal to you, gentlemen, to instruct your members to 
realise the responsibility which rests with your Council to advise 
and to assist our Government to take all necessary steps to put 
our national financial machinery in gear with industrial develop- 
ment before a serious breakdown occurs, when reason will have 
scant chance of making itself heard or attended to. 

Yours faithfully, 
H. R. Scorr. 
3, Rotherwick Road, 
Golder’s Green, N.W. 11. 
December 28, 1925. 
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OBITUARY 


Francis YstpRo EpGEWoRTH 
1845-1926 


Frtiows of the Society throughout the world will have read 
with deep regret of the death of Professor Edgeworth from 
pneumonia on February 13, 1926, with but a few days’ illness, 
just after his eighty-first birthday. Professor Edgeworth was 
working on this issue of the JouRNAL up to the last day of his 
life, and his fellow-editor received a final letter from him about 
its business after the news of his death. Edgeworth was the 
first Editor of the Economic JouRNAL and designed and moulded 
it. He had been continuously responsible for it as Editor, 
Chairman of the Editorial Board, and Joint Editor from the first 
issue in March 1891 down to this present issue in March 1926. 
Only a few, perhaps, can appreciate as fully as his fellow-editor, 
who writes this notice, the extent of Edgeworth’s devotion and 
services to the JouRNAL, and the irreplaceable loss which we 
have suffered in his death. 

Francis Ysidro Edgeworth was the last in the male line of 
a famous family—illustrating his own favourite Law of Averages ; 
for his great-great-grandfather, Francis Edgeworth (Protestant 
Frank), “ married successively several wives,” ? and his grand- 
father, the eccentric and celebrated Richard Lovell Edgeworth, 
married four wives * and had twenty-one children, of whom seven 
sons and eight daughters survived him. F. Y. Edgeworth him- 
self was the fifth son of a sixth son. Yet, in 1911, after all the 
other male members of the family had died without leaving 
male issue, he succeeded to the family estate of Edgeworthstown, 
Co. Longford, where the Edgeworths, whose name was taken 
from Edgeware, formerly Edgeworth, in the County of Middlesex, 
had established themselves in the reign of Queen Elizabeth. 
After his succession he had taken interest in gathering up family 
records and in seeking to restore Edgeworthstown House to 


1 The few days at my disposal for its compilation before the JouRNAL goes to 
press, and the lack of time to submit proofs to those who might correct them, 
must be my excuses for its imperfections and possible inaccuracies and omissions, 

® Memoirs of Richard Lovell Edgeworth, vol. i, p. 15, where many entertaining 
stories may be found of Edgeworth’s forbears. There are male descendants of 
Essex Edgeworth, a brother of ‘‘ Protestant Frank,” to which branch the Abbé 
Edgeworth belonged ; but these must be fourth or fifth cousins. 

3 His last wife, F. Y. Edgeworth’s grandmother, under whose roof at Edge- 
worthstown he lived for the first twenty years of his life, survived until 1865, 121 
years after her husband’s birth and her own 96th year. 
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something of its former tradition under the care of a married 
‘niece, Mrs. Montagu, and her husband. Whilst visiting Ireland 
every summer in recent years, he did not live at Edgeworthstown, 
but declared that he looked forward to a happy “old age ”’— 
though when, if ever, he would have deemed this period to have 
arrived, I do not know !—in the home of his forefathers. 

Edgeworth was a notable link with celebrities of almost a 
century ago—a nephew of the novelist Maria Edgeworth,? who 
was born in 1767 and was already famous in the eighteenth 
century, and a first cousin of the poet Thomas Lovell Beddoes, 
who died in 1847. Sir Walter Scott sent a copy of Waverley to 
Edgeworth’s aunt on its first publication, and wrote in the last 
chapter of it (and afterwards in the preface to the novels) that 
it was her descriptions of Irish character which first encouraged 
him to make a similar experiment in Scotland; and Jane Austen 
sent her a copy of Zmma on its first publication; and Macaulay 
sent her his History, which contains a reference to her. And in 
her later days she had visited Ricardo at Gatcombe Park. 

F. Y. Edgeworth’s father, Francis Beaufort Edgeworth, 
born in 1809, who had been educated at Charterhouse? and 
Cambridge, where he was a prominent member of Sterling’s set, 
has been immortalised in none too flattering terms by Thomas 
Carlyle, who devoted some three pages to him in his Life of 
John Sterling (Part II, chap. iv). ‘‘ Frank was a short neat 
man,” Carlyle wrote, “ of sleek, square, colourless face (resembling 
the portraits of his Father), with small blue eyes in which twinkled 
curiously a joyless smile; his voice was croaky and shrill, with 
a tone of shrewish obstinacy in it, and perhaps of sarcasm withal. 
A composed, dogmatic, speculative, exact, and not melodious 
man. He was learned in Plato and likewise in Kant; well-read 

1 He was ashamed, and not proud, of his years, and enjoined on me most 
seriously to make no reference in the Economic JouRNAL, as I had desired to do, 
to his eightieth birthday, on the ground that he did not like to be connected 
with suggestions of senility and incapacity. His was: 

«An age that melts in unperceiv’d decay 
And glides in modest innocence away.” 

2 Edgeworth’s father Frank was, in fact, the hero of several of Maria’s tales. 
But (according to T. Mozley, Reminiscences, vol. i, p. 41) “Maria Edgeworth 
cared for the actual Frank as much as he cared for her, which was so little that 
it was better not to mention her.” 

3 T. Mozley’s account of him (Reminiscences, p. 41) is as follows: ‘‘ He was 
a little fair-haired, blue-eyed, pale-faced fellow, ready and smooth of utterance, 
always with something in his head and on his tongue, and very much loved in 
a small circle at Charterhouse. With a fertile imagination and with infinite 
good-nature he would fall in with any idea for the time and help you on with 
it. . . . At school he was on Perpetual Motion, so often the first round in the 


ladder that leads nowhere.” 
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in philosophies and literatures; entertained not creeds, but the 
Platonic or Kantian ghosts of creeds; coldly sneering away from 
him, in the joyless twinkle of those eyes, in the inexorable jingle of 
that shrill voice, all manner of Toryisms, superstitions: for the rest, 
a man of perfect veracity, of great diligence and other worth.” 

The Reverend Thomas Mozley, who devotes a chapter to 
Frank Edgeworth in his Reminiscences, does not confirm this 
account of ‘“ the good little Frank,” as Carlyle calls him: ‘‘ My 
ear still testifies that there was sweetness in Edgeworth’s voice, 
and gentleness in his manner and tone. . . . Frank Edgeworth 
was torn by conflicting systems, and I may add conflicting 
sensibilities, from childhood. He was a most sympathetic, self- 
sacrificing being.” 1 In Sterling’s own description one can gain 
a further glimpse of the inherited temperament of the son. 
“‘ Edgeworth seems to me not to have yet gone beyond a mere 
notional life. It is manifest that he has no knowledge of the 
necessity of a progress from Wissen to Wesen (say, Knowing to 
Being). . . . I regard it as a very happy thing for Edgeworth 
that he has come to England. In Italy he probably would never 
have gained any intuition into the reality of Being as different 
from a mere power of Speculating and Perceiving; and, of course, 
without this he can never reach to more than the merest Gnosis ; 
which taken alone is a poor inheritance, a box of title-deeds to 
an estate which is covered with lava, or sunk under the sea.” ? 

But Sterling’s friend was only one of the ingredients which 
went to the making of Francis Ysidro Edgeworth. For Francis 
Beaufort Edgeworth ‘“‘ had married a young Spanish wife, whom 
by a romantic accident he came upon in London.” * Edgeworth’s 
mother was a Spanish lady, Rosa Florentina Eroles. Frank 
Edgeworth, on his way to Germany to study philosophy in the 
company of his nephew, T. L. Beddoes, stopped in London to 
read in the British Museum, and accidentally made the acquaint- 
ance of Sejfiorita Eroles, aged sixteen, daughter of a political 
refugee from Catalonia, married her within three weeks, and 
carried her off to Florence, where the couple lived for a few years. 
F. Y. Edgeworth was a good linguist, reading French, German, 
Spanish and Italian, and his mixed Irish-Spanish-French ‘ origin 

1 Reminiscences, vol. i, p. 52. 

2 Hare’s Sterling, p. Ixxiv. 

2 Carlyle, loc. cit. 

4 His great-grandfather was Daniel Augustus Beaufort, the son of a French 
Huguenot refugee. A genealogical record of the Beaufort family and of the 
Edgeworths connected with them will be found in The Family of the Beaufort in 


France, Holland, Germany, and England, by W. M. Beaufort, printed for private 
circulation in 1886. 
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may have contributed to the markedly international sympathies 


- of his mind. 


The external landmarks of Edgeworth’s life are soon told. 
He was born at Edgeworthstown House, where, after returning 
from Florence and an unsuccessful attempt at schoolmastering, 
Frank Edgeworth had settled down to manage the family property, 
on February 8, 1845. His father died when he was two years 
old. He was brought up at Edgeworthstown under tutors until 
he went to Trinity College, Dublin, at the age of seventeen. His 
memory and agility of mind were already at that time remarkable. 
He told his Oxford cousins 1 only a few weeks ago how well he 
still remembered the poetry he had learnt in his youth, and 
complete books of Milton, Pope, Virgil and Homer would readily 
come to his memory. At the end of his life he was one of the 
very few survivors of the tradition of free quotation from the 
Classics on all occasions and in all contexts.? 

He entered Oxford as a scholar of Magdalen Hall, proceeding 
from there to Balliol, where he obtained a First Class in Lit. 
Hum. There is a tradition in Oxford concerning his ‘“ Viva ”’ 
in the Final Schools. It is said that, being asked some abstruse 
question, he inquired, “ Shall I answer briefly, or at length?” 
and then spoke for half an hour in a manner which converted 
what was to have been a Second Class into a First. He was 
called to the Bar by the Inner Temple in 1877, and spent some 
years in London with but straitened means, the youngest son 
of a younger son of an impoverished Irish estate, before he could 
find, amidst the multiplicity of his intellectual gifts and interests, 
his final direction. He became a Lecturer in Logic and after- 
wards Tooke Professor of Political Economy at King’s College, 
London. In 1891 he succeeded Thorold Rogers as Drummond 
Professor of Political Economy at Oxford, and was elected a 
Fellow of All Souls, which became his home for the rest of his 
life. He retired from the Oxford Professorship with the title of 
Emeritus Professor in 1922. He was President of the Economic 
Section of the British Association in 1889 and again in 1922. 
He was an ex-President of the Royal Statistical Society, a Vice- 
President of the Royal Economic Society, and a Fellow of the 
British: Academy. 

At Balliol Edgeworth had been a favourite of Jowett’s, and 
it may have been from Jowett, who was always much interested 


1 Mrs. A. G. Butler and her daughter, Miss C. V. Butler, to whom I am 


much indebted for some of the foregoing particulars. 
2 Like his grandfather before him, as Maria Edgeworth records. 
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in Political Economy and was occasionally teaching the subject 
at about that time, that he received his first impulse to the 
subject. The most important influence, however, on his early 
economic thought was, I think, Jevons, whom he got to know 
in London, where his Hampstead lodgings were but a short 
distance from Jevons’ house. His contact with Marshall, for 
whom his respect was unmeasured, came a little later. In 
The Academy for 1881 Marshall reviewed Edgeworth’s Mathe- 
matical Psychics—one of the two only reviews which Marshall 
ever wrote, the other being of Jevons’ T'heory of Political Economy. 
This review led to an acquaintanceship which ripened into a 
lifelong personal and intellectual friendship. Mrs. Marshall has 
many pleasant memories of Edgeworth’s visits to Cambridge— 
though there can seldom have been a couple whose conversational 
methods were less suited to one another than Francis Edgeworth 
and Alfred Marshall. 

To judge from his published works, Edgeworth reached 
Economics, as Marshall had before him, through Mathematics 
and Ethics. But here the resemblance ceases. Marshall’s 
interest was intellectual and moral, Edgeworth’s intellectual and 
esthetic. Edgeworth wished to establish theorems of intellectual 
and esthetic interest, Marshall to establish maxims of practical 
and moral importance. In respect of technical training and of 
lightness and security of touch, Marshall was much his superior 
in the mathematical field—Marshall had been second wrangler, 
Edgeworth had graduated in Litteris Humanioribus. Yet Edge- 
worth, clumsy and awkward though he often was in his handling 
of the mathematical instrument, was in originality, in accomplish- 
ment and in the bias of his natural interest considerably the greater 
mathematician. I do not think it can be disputed that for forty 
years past Edgeworth has been the most distinguished and the 
most prolific exponent in the world of what he himself dubbed 
Mathematical Psychics—the niceties and the broadnesses of the 
application of quasi-mathematical method to the Social Sciences. 

It would be a formidable task to draw up a complete list of 
Edgeworth’s writings,! almost entirely in the shape of contri- 


1 A list of twenty-five books and papers, published between 1877 and 1887 
is to be found in an Appendix to his Metretike. I have recorded twenty-nine 
items, which bear on the Theory of Probability, ranging between 1883 and 
1921 and partly overlapping with the above, in the bibliographical appendix to 
my Treatise on Probability. Thirty-four papers on Economics and seventy-five 
reviews are reprinted in his recently published Papers relating to Political 
Economy. His papers on Economics, Probability and Statistical Theory, other 
than reviews, must approach one hundred in number. 
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butions to learned journals. The earliest with which I am 
. acquainted is his New and Old Methods of Ethics, published by 
Parker and Co. of Oxford in 1877, when he was thirty-two years 
of age—a paper-covered volume of 92 pages. It mainly consists 
of a discussion of the quantitative problems which arise in an 
examination of Utilitarianism, in the form of a commentary on 
Sidgwick’s Methods of Ethics and Barratt’s criticisms of Sidg- 
wick in Mind for 1877. Edgeworth’s peculiarities of style, his 
brilliance of phrasing, his obscurity of connection, his incon- 
clusiveness of aim, his restlessness of direction, his courtesy, his 
caution, his shrewdness, his wit, his subtlety, his learning, his 
reserve—all are there full-grown. Quotations from the Greek 
tread on the heels of the Differential Calculus, and the philistine 
reader can scarcely tell whether it is a line of Homer or a 
mathematical abstraction which is in course of integration. The 
concluding words of Edgeworth’s first flight would have come as 
well at the end of his long travelling :— 

“Where the great body of moral science is already gone 
before, from all sides ascending, under a master’s guidance, 
towards one serene commanding height, thither aspires this 
argument, a straggler coming up, non passibus equis, and by a 
devious route. A devious route, and verging to the untrodden 
method which was fancifully delineated in the previous section ; 
so far at least as the mathematical handling of pleasures is divined 
to be conducive to a genuinely physical ethic, wpooiwia davtov 
Tov vomov.” 

Another slim volume (150 pages), Mathematical Psychics : 
An Essay on the Application of Mathematics to the Moral Sciences, 
appeared in 1881.1. This was Edgeworth’s first contribution to 
Economics and contains some of the best work he ever did.* 
During the last months of his life he nursed the intention of 
reprinting a portion of it and several times consulted me in the 
matter. Whether he had got so far as to approach the Clarendon 
Press, which was his desire, but about which he felt a characteristic 
delicacy and hesitation, or to mark the precise passages which 
he wished to preserve, I am not aware. 

The volume on Ethics had attempted to apply mathematical 
method to Utilitarianism. In Mathematical Psychics Edgeworth 
carried his treatment of “the calculus of Feeling, of Pleasure 

1 A paper entitled ‘‘ Hedonical Calculus,” which is reprinted in Mathematical 
Psychics, had appeared meanwhile in Mind, 1879. 

2 It is now a scarce volume, difficult to obtain. A few copies are available, 
which were in Edgeworth’s own possession, and which I am in a position to hand 


over to such public libraries, not possessing a copy, as may apply to me for them. 
No. 141.—voL. XXXVI. L 








146 THE ECONOMIC JOURNAL [MARCH 


and Pain” a stage further. The Essay consists of two parts 
** concerned respectively with principle and practice, root and 
fruit, the applicability and the application of Mathematics to 
Sociology.” In the First Part, which is very short, “it is 
attempted to illustrate the possibility of Mathematical reasoning 
without numerical data’’—a thesis which at the time it was 
written was of much originality and importance. ‘‘ We cannot 
count the golden sands of life; we cannot number the ‘ innumer- 
able’ smiles of seas of love ; but we seem to be capable of observing 
that there is here a greater, there a less, multitude of pleasure- 
units, mass of happiness; and that is enough.” 

The Second Part contains the roots of much of Edgeworth’s 
work on mathematical economics, in particular the treatment 
of Contract in a free market and its possible indeterminate- 
ness ; and it is here that his famous Contract-Curves first appear. 

I have dwelt on these two early works at disproportionate 
length, because in them, and particularly in Mathematical Psychics, 
the full flavour and peculiarity of Edgeworth’s mind and art 
are exhibited without reserve. The latter is a very eccentric 
book and open to mockery. In later works, it seems to me, 
Edgeworth did not ever give quite a full rein to his natural self. 
He feared a little the philistine comment on the strange but 
charming amalgam of poetry and pedantry, science and art, wit 
and learning, of which he had the secret ; and he would endeavour, 
however unsuccessfully, to draw a veil of partial concealment 
over his native style, which only served, however, to enhance 
the obscurity and allusiveness and half-apologetic air with which 
he served up his intellectual dishes. The problem of the in- 
equality of men’s and women’s wages interested him all his life 
and was the subject of his Presidential address to Section F of 
the British Association in 1922; but who in space and time but 
Edgeworth in the eighties, whose sly chuckles one can almost 
hear as one reads, would treat it thus :— 

“The aristocracy of sex is similarly grounded upon the 
supposed superior capacity of the man for happiness, for the 
évepyeias of action and contemplation; upon the sentiment :— 


‘ Woman is the lesser man, and her passions unto mine 
Are as moonlight unto sunlight and as water unto wine.’ 


Her supposed generally inferior capacity is supposed to be com- 
pensated by a special capacity for particular emotions, certain 
kinds of beauty and refinement. Agreeably to such finer sense 
of beauty, the modern lady has received a larger share of certain 
means, certain luxuries and attentions (Def. 2; « sub finem). 


Pao ae ee ee ee ee ee 
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But gallantry, that ‘mixed sentiment which took its rise in the 
ancient chivalry,’ has many other elements. It is explained by 
the polite Hume as attention to the weak, and by the passionate 
Rousseau guoixwtépws . . . . Altogether, account being taken of 
existing, whether true or false, opinions about the nature of 
woman, there appears a nice. consilience between the deductions 
from the utilitarian principle and the disabilities and privileges 
which hedge round modern womanhood.” ! 

Edgeworth next proceeded to the second great application 
of mathematics to the Moral Sciences, namely, its application 
“to Belief, the Calculus of Probabilities,’ which became perhaps 
his favourite study of all. In 1883 and 1884 he contributed 
seven papers on Probability and the Law of Error to the Philo- 
sophical Magazine, to Mind and to Hermathena. These were 
the first of a very long series of which the last, one more elaborate 
discussion of the Generalised Law of Error, still remains to appear 
in the Statistical Journal. 

As regards Probability proper, Edgeworth’s most important 
writings are his articles on “ The Philosophy of Chance ” in Mind, 
1884, and on “ Probability” in the Encyclopedia Britannica 
(revised up to 1911). Edgeworth began as an adherent of the 
Frequency Theory of Probability, with a strong bias in favour 
of a physical rather than a logical basis for the conception, just 
as he was an adherent of the Utilitarian Ethics with a bias in 
favour of a physical rather than a metaphysical basis. But in 
both cases his mind was alive to the objections, and in both 
cases the weight of the objections increased in his mind, as time 
went on, rather than diminished. Nevertheless, he did not in 
either case replace these initial presumptions by any others, with 
the result that he took up increasingly a sceptical attitude towards 
philosophical foundations combined with a pragmatic attitude 
towards practical applications which had been successfully erected 
upon them, however insecure these foundations might really be. 
The consequence was that the centre of his interest gradually 
passed from Probability to the Theory of Statistics, and from 
Utilitarianism to the Marginal Theory of Economics. I have 
often pressed him to give an opinion as to how far the modern 
theory of Statistics and Correlation can stand, if the Frequency 
Theory falls as a logical doctrine. He would always reply to 
the effect that the collapse of the Frequency Theory would affect 
the universality of application of Statistical Theory, but that 
large masses of statistical data did, nevertheless, in his opinion, 


1 Mathematical Psychics, p. 78. 
L2 
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satisfy the conditions required for the validity of Statistical 
Theory, whatever these might be. I expect that this is true. 
It is a reasonable attitude for one who is mainly interested in 
statistics to take up. But it implied in Edgeworth an unwilling- 
ness to revise or take up again the more speculative studies of 
his youth. The same thing was true of his work in Economics. 
He was disinclined, in company with most other economists of 
the Classical School, to reconsider how far the initial assumptions 
of the Marginal Theory stand or fall with the Utilitarian Ethics 
and the Utilitarian Psychology, out of which they sprang and 
which were sincerely accepted, in a way no one accepts them 
now, by the founders of the subject. Mill, Jevons, the Marshall 
of the ’seventies and the Edgeworth ' of the late ’seventies and 
the early ’eighties believed the Utilitarian Psychology and laid 
the foundations of the subject in this belief. The later Marshall 
and the later Edgeworth and many of the younger generation 
have not fully believed; but we still trust the superstructure 
without exploring too thoroughly the soundness of the original 
foundations. 

It is not necessary that I should say much here with regard 
to Edgeworth’s statistical work, since this will doubtless be 
treated in the Statistical Journal. From 1885 onwards his more 
general articles, especially his ‘‘ Methods of Statistics ”’ in the 
Jubilee Volume of the Statistical Journal, 1885, and his “‘ Applica- 
tion of the Calculus of Probabilities to Statistics ’’ in the Bulletin 
of the International Statistical Institute, 1910, were of great value 
in keeping English students in touch with the work of the German 
School founded by Lexis and in sponsoring, criticising and 
applauding from their first beginnings the work of the English 
statisticians on Correlation. His constructive work, particularly 
of late years, has centred in highly elaborate and difficult dis- 
cussions of his own “ Generalised Law of Error.” Edgeworth’s 
particular affection for the mode of treatment which he here 
adopted was partly due, I think, to its requiring the minimum 
of assumption, so that he was able to obtain his results on more 
generalised hypotheses than will yield results in the case of other 
statistical formule. In this way he could compensate, as it 
were, his bad conscience about the logical, as distinct from the 
pragmatic, grounds of current statistical theory. 

At about the same time as his first papers on Probability 


1 In his early adherence to Utilitarianism Edgeworth reacted back again 
from his father’s reaction against Maria Edgeworth’s philosophy in these matters. 
Mozley (op. cit.) records of Frank Edgeworth that ‘‘ he showed an early and 
strong revolt against the hollowness, callousness, and deadness of utilitarianism.” 
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and the Law of Error, namely in 1883, in his thirty-eighth year, 
' Edgeworth embarked on the fifth topic, which was to complete 
the range of the main work of his life, that is to say, Index 
Numbers, or the application of mathematical method to the 
measurement of economic value.1' These five applications of 
Mathematical Psychics—to the measurement of Utility or ethical 
value, to the algebraic or diagrammatic determination of economic 
equilibriums, to the measurement of Belief or Probability, to the 
measurement of Evidence or Statistics, and to the measurement 
of economic value or Index Numbers—constitute, with their 
extensions and ramifications and illustrations, Edgeworth’s life 
work. If he had been of the kind that produce Treatises, he 
would doubtless have published, some time between 1900 and 
1914, a large volume in five books entitled Mathematical Psychics. 
But this was not to be. He followed up his two monographs of 
1877 and 1881 with a third entitled Metretike, or the Method of 
Measuring Probability and Utility, in 1887. It is a disappointing 
volume and not much worth reading (a judgment with which I 
know that Edgeworth himself concurred). After this, so far 
from rising from the Monograph to the Treatise, moving to the 
opposite extreme from Marshall’s, he sank from the Monograph 
to the paper, essay, article or transaction. For the last forty 
years a long stream of splinters has split off from his bright mind 
to illumine (and to obscure) the pages of the Statistical and 
Economic Journals. 

Once when I asked him why he had never ventured on a 
Treatise, he answered, with his characteristic smile and chuckle, 
that large-scale enterprise, such as Treatises and marriage, had 
never appealed tohim. It may be that he deemed them industries 
subject to diminishing return, or that they lay outside his powers 
or the limits he set to his local universe. Such explanations are 
more than enough and Occam’s razor should forbid me to mention 
another. But there may have been a contributory motive. 

Mathematical Psychics has not, as a science or study, fulfilled 
its early promise. In the ’seventies and ‘eighties of the last 
century it was reasonable, I think, to suppose that it held great 
prospects. When the young Edgeworth chose it, he may have 
looked to find secrets as wonderful as those which the physicists 
have found since those days. But, as I remarked in writing 

1 IT refer to Edgeworth’s first contribution to the Statistical Journal (1883), 
“The Method of ascertaining a Change in the Value of Gold.” This was 
followed by the well-known memoranda presented to the British Association 


in 1887, 1888 and 1889, and a long series of articles thereafter, several of which 
are reprinted in his Collected Papers, Vol. I. 
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about Alfred Marshall’s gradual change of attitude towards 
mathematico-economics (JOURNAL, vol. xxxiv, p. 332), this has 
not happened, but quite the opposite. The atomic hypothesis, 
which has worked so splendidly in Physics, breaks down in 
Psychics. We are faced at every turn with the problems of 
Organic Unity, of Discrete-ness, of Discontinuity—the whole is 
not equal to the sum of the parts, comparisons of quantity fail 
us, small changes produce large effects, the assumptions of a 
uniform and homogeneous continuum are not satisfied. Thus 
the results of Mathematical Psychics turn out to be derivative, 
not fundamental, indexes, not measurements, first approximations 
at the best; and fallible indexes, dubious approximations at 
that, with much doubt added as to what, if anything, they are 
indexes or approximations of. No one was more conscious of 
all this than Edgeworth. All his intellectual life through he felt 
his foundations slipping away from under him. What wonder 
that with these hesitations added to his cautious, critical, sceptical, 
diffident nature the erection of a large and heavy superstructure 
did not appeal to him. Edgeworth knew that he was skating 
on thin ice; and as life went on his love of skating and his dis- 
trust of the ice increased, by a malicious fate, pari passu. He is 
like one who seeks to avert the evil eye by looking sideways, to 
escape the censure of fate by euphemism, calling the treacherous 
sea Euxine and the unfriendly guardians of Truth the kindly 
ones. Edgeworth seldom looked the reader or interlocutor straight 
in the face; he is allusive, obscure and devious as one who would 
slip by unnoticed, hurrying on if stopped by another traveller. 

After the appearance of WMetretike in 1887, Edgeworth 
ventured on no separate publication, apart from four lectures 
delivered during the war, which were printed in pamphlet form,! 
until last year the Royal Economic Society published under his 
own editorship his Collected Economic Papers in three substantial 
volumes. These volumes preserve in accessible form the whole 
of Edgeworth’s contributions to the subject of Economics, which 
he himself wished to see preserved, apart from some portions of 
Mathematical Psychics alluded to above. It is much to be wished 
that his more important contributions to the Theories of Prob- 
ability and of Statistics could be issued in similar form. 

The publication of his Economic Papers was a great satis- 
faction to Edgeworth. His modest and self-effacing ways 


1 On the Relations of Political Economy to War, The Cost of War, Currency 
and Finance in Time of War, and A Levy on Capital. None of these is amongst 
his best work. 
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would always have prevented him from undertaking such an 
enterprise on his own initiative. But as soon as others were 
prepared to take the responsibility, the business of selection and 
preparation for the press was a congenial task. Moreover, the 
publication proved a great success in every way. The sales were 
substantial for a work of this class and have been sufficient to 
relieve the Royal Economic Society of any financial liability. 
The work itself has been reviewed in learned journals throughout 
the world with expressions of esteem such as the author’s previous 
modes of publication had cut him off from hearing. I think that 
Edgeworth was genuinely surprised at the extent of his inter- 
national reputation, and it gave him as much pleasure as surprise. 

In spite of his constant flow of learned papers, a great part 
of Edgeworth’s time for the last thirty-five years has been 
occupied with the work of this JourNaL. His practical gifts as 
an Editor were quite other than might have been expected from 
his reputation as an unpractical, unbusinesslike person, remote 
from affairs, living on abstractions in the clouds, illuminating 
the obscure by the more obscure. As one who has been associated 
with him in the conduct of the Journat for fifteen years, I can 
report that this picture was the opposite of the truth. He was 
punctual, businesslike and dependable in the conduct of all 
routine matters. He was quite incapable of detecting misprints 
in what he wrote himself,! but had an exceptionally sharp eye 
for other people’s. He had an unfailing instinct for good “ copy ” 
(except, again, in what he wrote himself), exercised his editorial 
powers with great strictness to secure brevity from the con- 
tributors,? and invariably cast his influence in favour of matter 
having topical interest and against tedious expositions of 
methodology and the like (which often, in his opinion, rendered 
German Journals unuseful). I have often found myself in the 
position of defending the heavier articles against his strictures. 
He established and was always anxious to maintain the inter- 
national sympathies and affiliations of the JouRNAL. I am sure 
that there was no economist in England better read than he in 
foreign literature. He added to this what must have been the 
widest personal acquaintance in the world with economists of 
all nations. Edgeworth was the most hospitable of men, and 
there can have been very few foreign economists, whether of 

1 The difficulty of his articles was often enhanced by the fact that they were 
packed with misprints, especially in the symbolic parts. 

2 He invented and attached much importance to what he termed a law of 


diminishing returns in the remuneration of articles, by which the rate falls after 
ten pages have been exceeded and sinks to zero after twenty pages. 
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established reputation or not, who have visited London during 
the past thirty years and have not been entertained by Edge- 
worth. He had a strong feeling for the solidarity of economic 
science throughout the world and sought to encourage talent 
wherever he found it, and to extend courtesies in the most 
exquisite traditions of Ireland and Spain. His tolerance was 
all-embracing, and he combined a respect for established reputa- 
tion which might have been thought excessive if there had not 
been a flavour of mockery in it, with a natural inclination to 
encourage the youthful and the unknown. All his eccentricity 
and artistic strangeness found its outlet in his own writings. 
All his practical good sense and daily shrewdness was devoted 
to the Economic JOURNAL. 

On anyone who knew Edgeworth he must have made a 
strong individual impression as a person. But it is scarcely 
possible to portray him to those who did not. He was kind, 
affectionate, modest, self-depreciatory, humorous, with a sharp 
and candid eye for human nature; he was also reserved, angular, 
complicated, proud and touchy, elaborately polite, courteous to 
the point of artificiality, absolutely unbending and unyielding in 
himself to the pressure of the outside world. Marshall, remember- 
ing his mixed parentage, used to say: “ Francis is a charming 
fellow, but you must be careful with Ysidro.” 

His health and vigour of body were exceptional. He was 
still a climber in the mountains, bather in the cold waters of the 
morning at Parson’s Pleasure, unwearying pedestrian in the 
meadows of Oxfordshire, after he had passed his seventieth year. 
He was always at work, reading, correcting proofs, “ verifying 
references ”’ (a vain pursuit upon which his ostensible reverence 
for authority and disinclination to say anything definite on his 
own responsibility led him to waste an abundance of time), 
working out on odd bits of paper long arithmetical examples 
of abstruse theorems which he loved to do (just as Maria 
Edgeworth has recorded of his grandfather), writing letters, 
building up his lofty constructions with beautiful bricks but 
too little mortar and no clear architectural design. Towards 
the end of his life it was not easy to carry through with 
him a consecutive argument vivd voce—he had a certain dis- 
satisfied restlessness of body and attention which increased with 
age and was not good to see. But on paper his intellectual 
powers even after his eightieth year were entirely unabated; and 
he died, as he would have wished, in harness. 

Edgeworth was never married; but it was not for want of 
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susceptibility. His difficult nature, not his conception of life, 
cut him off from a full intimacy in any direction. He did not 
have as much happiness as he might have had. But in many 
ways a bachelor life suited his character. He liked to have 
the fewest possible material cares; he did not want to be loaded 
with any sort of domestic.responsibility; and he was content 
without private comfort. No one lived more continuously than 
he in Common Rooms, Libraries and Clubs, or depended more 
completely upon such adjuncts for every amenity. He had but 
few possessions—scarcely any furniture or crockery, not even 
books (he preferred a public library near at hand), no proper 
notepaper of his own or stationery or stamps. Red tape and 
gum are the only material objects with the private ownership 
of which I associate him. But he was particular about his 
appearance, and was well dressed in his own style. There was 
more of Spain than of Edgeworth in his looks. With broad 
forehead, long nose, olive colouring, trimly pointed beard and 
strong hands, his aspect was distinguished, but a little belied by 
his air of dwelling uncomfortably in his clothes or in his body. 
He lived at Oxford in spartanic rooms at All Souls; in London 
lodgings at 5 Mount Vernon, two small bare rooms, pitched high 
on the cliff of Hampstead with a wide view over the metropolitan 
plain, which he had taken on a weekly tenancy more than fifty 
years ago and had occupied ever since; in Ireland, where he 
would spend some weeks of the summer, at the St. George Club, 
Kingstown. For meals the Buttery and Hall of All Souls, the 
Athenzum, the Savile or the Albemarle; for books the libraries 
of these places, of the British Museum, of Trinity College, Dublin, 
of the Royal Statistical Society. 

It is narrated that in his boyhood at Edgeworthstown he 
would read Homer seated aloft in a heron’s nest. So, as it were. 
he dwelt always, not too much concerned with the earth. 

J. M. Keynes 
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JAMES Mavor (1854-1925) 


Bots Britain and Canada are the poorer for the death of 
Mavor, which happened at his brother’s house in Glasgow on 
3lst October, 1925, two years after his retirement from the 
Chair of Political Economy, at first conjoined with Constitutional 
History, at Toronto. He had held that Chair (in succession to 
Professor, now Sir William Ashley) since 1892, and Canada may 
be regarded as the centre of his activities for the best part of his 
life. They were far from being confined to academical duties. 
He regarded himself as the servant of all Canada, not of the 
University only; and the University, rightly appreciating the 
man, allowed him some latitude. He was in touch not only with 
bankers like Edmund Walker and political philosophers like 
Goldwin Smith, but with painters and musicians, social reformers, 
agitators, school teachers, book collectors, mountaineers, chess 
players. Knowing that Canada had more need of all these than 
of legislation, he turned his apparently extraneous pursuits to 
the common gain. He loved travelling. One of his last trips 
was to China, where, amongst other things, he studied the school 
system. But his most famous journeys were to Russia. When 
Tolstoi in 1897 took up the cause of the Doukhobors, Mavor 
sought him out, and worked with that powerful ally to arrange 
with the Czar’s Government for their emigration to Canada. 
From 1899 onwards, about 12,000 of these ‘‘ Quaker-Communists ” 
have come to the North-West, and under Peter Veregin (lately 
dead, 1924) they lived an industrious, inoffensive life, though 
showing no ability or enterprise and no desire to mix with the 
other inhabitants. Mavor did a similar service to a settlement of 
Finlanders. One of his last public acts was a successful protest 
against an attempt to dislodge certain Doukhobors from their 
lands in favour of ‘‘ returned men.” It was a generous sympathy ; 
the cause was not popular. Mavor’s “ underground” help of 
Russian refugees in this country was well known to all his friends. 
In Canada he undertook a great History of Reform Movements 
in Russia, brought to completion just before the Revolution of 
1917 and the disappearance of the Czardom. It was sometimes 
remarked that in personal appearance he was not unlike a Russian 
himself. 

His second public appearance (if the first was for the Douk- 
hobors) was made when he drew up in 1904 a Report for the 
British Board of Trade (published 1905) on the North-West 
of Canada, especially with regard to the production of wheat. 
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The Provinces of the Dominion, like all other Provinces, were 
inclined to magnify the resources of their territory; and their 
periods were pruned remorselessly by our courageous friend, 
whose conclusions after all were substantially those of the 
central government. The Report is a model of statistical 
thoroughness, well equipped with maps and figures and 
authorities, among which authorities, however, the provincial 
do not play a part. The whole represented, he tells us, six 
months of work every year for eight years. The conclusions are 
usually accepted as true, for the conditions of the time. The 
sketch of Immigration into Canada from 1870 onwards is of great 
interest, especially in regard to the men he knew best, the 
Doukhobors (12 to 21). 

The report, being couched in critical language, aroused 
“passionate hostility,’ he tells us in his fascinating autobio- 
graphy, My Windows on the Street of the World (ii. 198). It is, 
therefore, interesting to read the opinion expressed by the late 
Professor Marshall, with reference to a conversation with him 
during the meeting of the British Association at Cambridge in 
1904: ‘‘ After dinner, though there were several people to whom 
I particularly wished to talk, I spent the whole time—as it was 
my only chance—in getting from Mavor, who knew much more 
about it than anyone else in the world, a detailed (illustrated) 
account of the wheat resources of the Canadian West ” (Memorials 
of Alfred Marshall, p. 440). 

Though the largest, it was not his only Inquiry. He had 
reported in 1899 to the Dominion Government on Immigration, 
and to the Ontario Government on Workmen’s Compensation. 
He had been familiar with such work on this side of the Atlantic. 
He had reported, for example, on Labour Colonies (1893, Board 
of Trade), including the Salvation Army’s in Essex, on which he 
surprised the public by a favourable verdict. His first profes- 
sorial post (of Political Economy and Statistics) at St. Mungo’s 
College, Glasgow, 1888, gave him opportunities for studying 
British commercial and social questions at close quarters; and 
the fruits appeared in a pamphlet still historically interesting on 
The Scottish Railway Strike of 1891 (Edinburgh, 1891), and 
another on Railway Rates, 1894. He knew Glasgow well, having 
passed through the High School, and the University, but his 
Ph.D. came from Toronto. 

It is sometimes said that Mavor neglected the work of his 
Chair for activities outside. But he really contrived to do both, 
in a way of his own that was probably best for all con- 
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cerned. There is ample testimony to his power of stirring 
up interest in his subject, and to his readiness to help 
his students. He had no lack of devotion to the cause of 
economic learning and teaching, and he fired up when a colleague 
spoke of the old economists as spent forces. He was at one 
time an active Bimetallist. His text books (Economic History 
and Theory (with diagrams) 1889, and Applied Economics, 1914), 
show him well abreast of the new learning and not regard- 
less of the old. When in 1913 the Toronto Political Science 
Club grew into the Canadian Political Science Association it had 
Professor Shortt, Canada’s Senior Economist, as President, 
Professor Mavor as first Vice-President, with Sydney Fisher and 
Mr. Herbert Ames as his colleagues, and Mr. O. D. Skelton as 
Secretary. This was largely an Economic Society, and Mavor 
gave energetic support to it. He was a contributor to Palgrave’s 
Dictionary of Political Economy and also to this JOURNAL, 
especially the first number of the first volume, where he gives an 
account of the Scottish Railway Strike (March 1891, pp. 204-17). 
He had already written a pamphlet on The Scottish Railway Strike, 
1891, a History and Criticism (published, February 1891, Brown, 
Edinburgh), and it was reviewed in our first volume by Mr. 
L. L. Price (1891, p. 596). In 1917 his pamphlet on Government 
Telephones, the Experience of Manitoba (published 1916) was 
reviewed by Mr. Henry Higgs (pp. 388-90), who thought the 
argument against Government ownership was inconclusive, but 
the writer had presented the case excellently, and had certainly 
shown blots in administration. 

Mavor’s genial autobiography, From My Windows on the 
Street of the World appeared in 1923, and may be taken as his 
last message to us. He will be missed by a large circle of com- 
panions here. He left a widow, a daughter, and two sons, one of 
whom, Major Mavor, served with distinction in the Great War. 

JAMES BONAR 


The following additional traits are communicated by one 
who was for some years a colleague of Mavor : 

The spacious old-fashioned house in the University grounds 
where Mavor lived was a little unkempt like its tenant, but, like 
him, unfailing in accessibility and hospitality. At home in his 
library his personality found its fullest expression. He was an 
insatiable collector of economic material—not merely books— 
and the long room in which he housed his collection ‘vas rich, not 
so much in rarities, though these were many, as in first-hand 
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sources for American and Canadian economic history. Probably 
it was the most important private economic library on the conti- 
nent with the exception of that of Professor Seligman. This room 
was the focus of Canadian economic discussion and information. 
It was the resort of students and investigators, delving, exploring, 
collating : the workshop where a succession of Russian secretaries 
assisted in translating and preparing the enormous range of 
material utilised for the Heonomic History of Russia: the meeting- 
ground to which every distinguished visitor passing through 
Toronto was introduced. The visitor might be an actor, a man 
of letters, an explorer, an artist, a European statesman, a 
Doukhobor peasant leader. Whoever he was he gained invigora- 
tion and help from Mavor’s comprehensive knowledge and in- 
cisive judgments. Mavor, indeed, without being eccentric, was 
a personality, the more prominent because the community in 
which he lived was somewhat over-precise and humdrum in its 
conventions. 

The awe which he inspired in his students quickly melted at 
his fireside. Then the shrewd and twinkling eyes, the com- 
fortable cigar puffing over the chess-board, corrected the severity 
of the sage-like beard; if there was often a hint of intellectual 
arrogance in his bearing there was also simplicity and kindliness. 
He loved children and was beloved in turn. 

Mavor was a great talker and raconteur. His scope was ex- 
ceptional, not only geographically (he had a thorough knowledge 
of Russia and the Far East) but culturally. His power of rapid 
assimilation, his knowledge of art and the theatre, his fondness 
for music, his unflagging mental vitality at any hour of day or 
night—this many-sided capacity made him stimulating company. 
Though he was often dogmatic and occasionally provocative his 
genuine warmth of heart supplied a bond of affection to unite his 
widely scattered friendships. 

Mavor believed in the aristocracy of intellect. He did not 
suffer fools gladly, and had no patience with a democratic equali- 
tarianism which seemed to deny the rights of the better man. 
Civilisation implied an under-dog. “‘ There are,” he said, “ only 
two real civilisations, Russia and China.” By contrast he was 
apt to underrate the cultural possibilities of America. 

G. I. H. Liroyp 
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CHARLES H. OLDHAM 


WE regret to announce the death on 20th February of 
Professor Charles H. Oldham, Professor of Economics at 
University College, Dublin, and first Professor of Commerce in 
Ireland. Professor Oldham was an occasional contributor to 
this JouRNAL and his latest contribution is printed above. 
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Warden, W. D. 
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Williams, O. 
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The following have compounded for life membership :— 


Bhimpure, Prof. B. L. V. 
Cave, L. W. 
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Dunlop, W. R. 

Leake, Hugh Martin. 
Liddington, H. J. 


Ohlin, Dr. B. 
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MacFadden, Frederick A. Roy. Xenakis, 8. G. 
Mathur, Bhanner Lall. 

The following have been admitted to library membership :— 
University Library, Oslo; Central Library of the Supreme 
Council of National Economy, Mockba, Russia; Fisher Library, 
University of Sydney; Institut fiir Sozial-und Staatswissenschaf- 
ten, Heidelberg; Statistical Department, White Motor Company, 
Cleveland, Ohio. 


We record with regret the deaths of the following Fellows 
of the Society :— 


Boissevain, G. M. (elected 1891). 


Lord Carmichael ( ,, 1891). 
Fells, J. M. ( 4, 1890). 
Hiern, W. P. (4, 1890). 





Mr. F. W. Oaitviz, Fellow and Lecturer in Economics at 
Trinity College, Oxford since 1920, has been appointed to succeed 
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Professor J. Shield Nicholson in the chair of Commercial and 
Political Economy in Edinburgh University. Mr. Ogilvie was 
born in 1893 and was educated at Clifton College and at Balliol 
College, Oxford, where he distinguished himself in classics. After 
the war he returned to Oxford and graduated under war statutes 
without sitting for the final examination. 





Tue Government of Ireland have appointed a banking com- 
mission ‘‘ to consider and report to the Minister for Finance 
what, if any, changes in the law relating to banking and note issue 
are necessary or desirable, regard being had to the altered circum- 
stances arising from the establishment of Saorstat Eireann.” 
The Commission includes Mr. Henry Parker Willis, of New York, 
who will act as Chairman, and Mr. Lionel Smith-Gordon, Director 
of the National Land Bank. 





Our Japanese Correspondent writes :— 

The coming session of the Diet is anticipated with keen interest 
coupled with a fear of dissolution, on account of the presentation 
of big estimates of nearly 1,600,000,000 yen and a thoroughgoing 
tax reform Bill. The essential features of the Budget for 1926-27 
are : 

1. Debt issue is limited to 150,000,000 yen, which will not 
be publicly issued. 
2. Expenditures are boldly cut down and sums are appro- 
priated only for new enterprises of urgent necessity, such as 
(a) increase of subsidy for salaries of public school teachers. 
(b) Advancement of trade, emigration and shipping. 
(c) Encouragement of small landowners, health insurance, 
and other social reforms. 
(d) Opening of resources and increase of rice cultivation 
in Hokkaido and Korea. 
(e) Consolidation of loans made to the Chinese Government. 
3. Besides due revision of customs, reforms in income, land, 
profession, succession, saké, and card taxes are contemplated, 
with the abolition of taxes on passengers, sauce, cotton 
fabrics, medicines and the new imposition of taxes on interest 
of capital and non-alcoholic drinks. 


Labour movements are assuming a more moderate attitude, 
the extreme views being looked upon with less favour, and the 
General Federation of Labour in Japan is inclining fast towards 
parliamentary methods, and is firmly decided to fight against 
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communism and anarchism. Although strongly opposed by 
capitalists, the Cabinet seems to be determined to bring out a Bill 
to recognise the trade unions in the coming session of the Diet. 

Trade in 1925 seems likely to show 2,303,000,000 yen for 
export, and 2,567,000,000 yen for import, leaving an excess of 
import of 264,000,000 yen, Of the exports, silk takes the lead, 
being followed by cotton goods. 

Among the imports, raw-cotton, rice and wool are the chief 
items. With the gradual decrease in the excess of imports the 
exchange rate for yen is becoming more favourable. Encouraged 
by this turn of things, those who are in favour of lifting the ban 
on gold exportation are urging the Government to follow the steps 
taken by England, although the prospect of their success looks 
rather remote at present. 


No, 141.—voL. XxxXvi. M 











RECENT PERIODICALS AND NEW BOOKS 


Economica. 


NovEMBER, 1925. Geography and the University. Pror. L. RoDWELL 
Jones. Intelligence, Sentiment and Human Progress. Pror. A. 
Wor. Hindrances to Output. Dr. Cuartes S. Mygers. The 
facts or beliefs which prompt ‘ca’ canny,” the restriction of 
output by employers, the cutting of piece rates, monotony of 
work, are among the hindrances which are investigated by the 
National Institute of Industrial Psychology. The Records of a 
Pin Manufactory, 1814-21. T. S. Asuton. Interesting details 
respecting technical processes and human—in particular children’s 
—labour. The Labour Bank Movement in the United States. 


R. D. KiLBorne. 


The Nineteenth Century. 

NOVEMBER, 1925. English Poor Relief Methods through Foreign Eyes. 
EpitH SELLers. A foreign expert criticised the expense of an 
education suited to wearers of “ Black coats,” the want of 
separation between the workless and the worthy, the “all on 
a par enactment’”’ must go, and with it the “ destitution-test 


enactment.” 
DeceMBER, 1925. The Gold Standard. Artuur Kitson. 


January, 1926. British Industries and the Indian Market. Sm 
Ree@mnatp Crappock. Industries Rights and Wrongs. Sm 
Ernest PeTTER. Slavery, Forced Labour and the League. W. A. 
APPLETON. Corn-growing in England. Sir Henry Rew. 


Contemporary Review. 
DecEMBER, 1925. Industry’and Economics. Sin HucH Bei. Empire 
Trade and Empire Settlement. Pror. Ramsay Murr. 


Fesruary, 1926. Industry and Economics. Part II. Sir Huan 
Brett. The Economic Conference. Dr. WitttAM Martin. Sub- 
sidies for Houses. ARTHUR GREENWOOD. 


Trish Trade Journal. 


DECEMBER, 1925, and January, 1926. The Shannon Scheme. The 
economic success of the scheme does not depend on the establish- 
ment of new industries; though, of course, it will be greater if 
that desired result follows. The preparatory operations are 
stupendous. About 1,000,000 cubic metres of rock and 6,000,000 
of earth will have to be excavated and transported; 20,000 tons 
of machinery are to be set up within three and a half years. 
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Economic Society of South Africa. 


Proceedings of Conference at Johannesburg, 1925. Professor Lehfeldt 
in a brief Presidential address described the object of the Con- 
ference to be the scientific treatment of economic problems. The 
practical applications of economics, just like those of chemistry, 
require a body of scientific knowledge only to be created by a pure 
love of truth. The President exemplified his precepts in a Paper 
on Railway Rate Policy in South Africa. Other papers were on the 
limitations of State enterprise, on the marketing of agricultural 
products, on taxation, etc., mostly with reference to South 
African problems. 


The Economic Record (Melbourne). 


I., No. I. The inaugural number of this Journal, the organ of the 
Economic Society of Australia and New Zealand, is promising. 
The origin of the Society in 1925 is described in one of the 
instructive Notes. An interesting feature of the Reviews is 
the permission of a rejoinder extending to four or five pages. 
There are several notable articles. Australian Population. C. H. 
Wickens. In the period 1860-1924 the population increased by 
4,730,000, of which 76 per cent. was due to natural increase, 
24 per cent. to net immigration. In the period 1911-21 Australia’s 
average rate of increase was 20 per 1000 per annum, while the 
rate for the United States of America was 14 per 1000, for Japan 
7 per 1000, for Sweden 7, for England and Wales 4, for Scotland 3, 
for Ireland 2. The drift to the cities in Australia has not produced 
any evidence of deterioration in the progressive longevity of the 
population. Australian Banking and Exchange. D. B. Copianp. 
** Variations of cash reserves follow and do not precede variations 
in credit’; in accordance with a dictum of Mr. J. M. Keynes. 
Other features of the Australian system are presented under the 
headings “Gold Exchange Standard” and “ Sterling Exchange 
Standard.” The Australian Tariff and the Standard of Living. 
J. BricgDEN. The Tasmanian Professor ingeniously argues that 
Australian Protection, by diverting industry to manufactures, has 
prevented a pressure upon the (practically limited) land, which 
would have resulted in lowering the standard of living. The 
argument for Free Trade depends on local circumstances. Pro- 
tection has been as beneficial to Australia as Free Trade to 
Britain. Business Conditions in New Zealand. A. H. Tockesr. 
Against the received plan of varying wages with the cost of living, 
there is considered variation of wages in accordance with pro- 
ductivity. Group Settlements of Migrants in Western Australia. 
KE. SHANN. 


International Labour Review (Geneva). 


OcToBER, 1925. The Compulsory Adjustment of Industrial Disputes in 
Germany. Dr. F. Srrzter. International Comparisons of Real 
Wages. Dr. Feuix Kiev. Labour Recruiting in Japan. 
SHanzo Yosuisaka. Vocational Education in Soviet Russia. 
B. A. Nixotskxy. “ The too rapid extension of the schools has 
led to a certain hypertrophy of the whole system.” 

DrEceMBER. Recent Development in Industrial Relations in the United 


States. HersBert Feis. Minimum Wage Legislation in Norway. 
M2 


Vol. 


_— 
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F. Voss. The Results of the Hight-hour Day. Pror. E. MirHavup. 
A comprehensive survey shows that the post-war reduction in 
the working day has been a factor in technical progress. 


JANUARY, 1926. Social Aspects of Land Reform in Esthonia. M. 
Martna. The abolition of the old feudal tenures has restored 
the mainspring of activity. Results of Compulsory Labour Service 
in Bulgaria. By the Act of 1921 able-bodied Bulgarians are 
required to give a certain quantity of labour to the State: eight 
months maximum for men between twenty and forty years, four 
months for women between sixteen and thirty years. The 
system has conduced to the construction of roads and railways. 


Quarterly Journal of Economics (Cambridge, Mass.). 


NOVEMBER, 1925. American Corporations and their Executives. F. W. 
Tavussia and W.S. Barker. A questionnaire answered by some 
four hundred concerns elicited information as to the proportion of 
total earnings and of dividends to invested capital and other 
features of American Corporations. The American managers 
receive stipulated wages, all the profits going to the stockholders ; 
a type of executive which contrasts with the European Director, 
who commonly receives amounts varying with the earnings of the 
business. Non-competing Groups. H. J. Davenport. There is 
attached the assumption “ both explicit and implicit with Marshall 
and Taussig,” and “typical of classical doctrine,” ‘‘ that, in some 
large and general way, the wage and interest outlays of the 
entrepreneur find their determination and their adequate explana- 
tion in the efforts of the wage receivers and the waitings of the 
interest collectors.” German Industrial Organisation since the 
World War. Rosert LiEFMANN. Chapters on Machinery and 
Labour. III. Displacement of Skill. G. E. Barnett. (Con- 
tinued from August.) Professor Knight on Psychology. M. A. 
CopELAND. The outlook of economics as a science is not so dark 
as Prof. Knight would make it. (See Quarterly Journal, May 1925, 
and Economic REVIEW, June 1925.) Recent Books on Railroads. 
W. Z. RIPLley. 


American Economic Review (Cambridge, Mass.). 


DeEcEMBER, 1925. What has the Federal Trade Commission Accom- 
plished? W.H.S. Stevens. Computation of Goodwill Profits. 
C. J. Foreman. Legal Institutions and Economics. K. N. 
LLEWELLYN. Interest Rate and Business Cycle. Cart SNYDER. 
The direct effect of interest rates upon the course of business seems 
less than has been supposed. The more important changes in 
business take place before the change of interest could be effective. 
War Debts and International Trade Theory. H.C. Movutton. A 
defence and development of former writings; maintaining 
against accepted doctrines that exports cannot be increased 
independently of imports, which may be required for raw 
materials; that “any attempt to force a vast reorganisation of 
German industry and trade would result in less rather than more 
reparation payments ”’; that the settlement of these obligations 
may well involve difficulties differing in magnitude and character 
from the adjustment of ordinary commercial borrowings. The 
Utility Concept in Value Theory. JacoB VINER. The subjective 
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type of measurement can at most discover the relation of more 
or less: it belongs to the wide sphere in which only imperfect 
instruments are available for the guidance of conduct. Those who 
insist that welfare economics should confine itself to measurement 
in terms of prices have succumbed to the “ too prevalent methodo- 
logical fanaticism which prefers the accurate but superficial to the 
approximate but fundamental.” Measurement of welfare by 
prices encounters many objections; among which the writer 
places high the fact that price measures desire rather than enjoy- 
ment. He quotes, without accepting, Marshall’s treatment of this 
difficulty and Pareto’s acquiescence with respect to “ actions 
qui se répétent.” T'ypothete and the Eight-hour Day. Lona M. 
PowE.Lt. A chapter in the history of industrial war. 


Journal of Political Economy (Chicago). 


OcToBER, 1925. The Statistical Law of Demand. I. HENRY SCHULTZ. 
Difficulties encountered in ascertaining the elasticity of demand 
and the methods of overcoming them are considered. Railroad 
Valuation and Rate Regulation. Harry C. Brown. The Retire- 
ment of National Bank Notes. W. O. Weryrorts. Marginal 
Productivity. F. H. Kyicut and J. M. Cuarg. An indictment 
of Prof. Clark’s statement that the sum of the contributions of all 
the factors of production is the total product (in his Overhead Costs 
—reviewed in the Economic JournaL, 1925), with a rejoinder 
by Prof. Clark; followed by a rebutter and a surrebutter. 


DecemBER. The Statistical Law of Demand, II. The methods 
presented in the previous article are applied to the construction of 
a demand-curve for sugar. ‘‘ Under normal conditions an increase 
of 1 per cent. in the price of sugar is associated with a decrease 
in consumption of only 0°5 per cent.” 


Annals of the American Academy (Philadelphia). 

NoveMBER, 1925. The Far East is the subject of numerous articles in 
this issue. The “‘Gentlemen’s agreement” with Japan, 1907, 
worked well and was faithfully observed by the Japanese. Their 
exclusion by the legislation of 1824 is stigmatised as “‘ ungentle- 
manly, unnecessary and essentially unethical conduct.’’ There 
are articles on living conditions in Japan and in China, and other 
interesting topics. 


Journal des Economistes (Paris). 


NovemBeEr, 1925. Rapports de la Banque de France et de VEtat. 
Yves-Guyot. La discordance des Changes inverses. A. DE 
PreTRO-TONELLI. 

DecemBEeR. Inquiétudes de Vhomme moyen. Yves-Guyot. Le 
Maroc du point de Vue économique. Cox. GopcHor. ; 


JANUARY, 1926. L’encerclement bolchevik en Asie et en Afrique. YvuES- 
Guyor. Un plaidoyer en faveur de la liberté. Harotp Cox. A 
vigorous protest against State interference in Great Britain. 


Revue d’Economie Politique (Paris). 


SEPTEMBER-OcTOBER, 1925. La Banque de Java, I. W. Ovatip. 
L’indice monétaire et la théorie de la Monnaie. F. Drvista. Con- 
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tinued. La théorie psychologique de la Monnaie. A. AFTALION 
(Continued from July-August). Critique de “Vutilité finale” 
(concluded). Unhappy terminology complicated over-subtle 
doctrine, imprudent or erroneous generalisations, abstraction 
which it is difficult or impossible to adapt to the realities of life— 
such are the reproaches heaped on the doctrine of “ final utility.” 


NovEMBER-DECEMBER. L’indice monétaire et la theorie de la monnaie. 
F. Drvisia. Another instalment of an ample treatise dealing 
with the construction of index-numbers in the light of monetary 
theory. Les coalitions industrielles en Suisse. La Banque de 
Java. W. Ovatip. (Continued and ended.) Prix Circulation 
et Change en France de 1920 a 1924. A. Arration. The relation 
between price and amount of circulation is investigated by refined 
statistical methods; allowance being made for seasonal variation, 
secular trend, lag and other unobvious incidents. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


NovEMBER-DECEMBER, 1925. The conception and definition of 
“ work ”’ is the subject of the first article; of the second, a recently 
discovered copy of Adam Miiller’s Elementen der Staatskunst 
(1809), enriched by his manuscript notes. Shipbuilding and 
Freights are the subject of another article. 


Archiv fiir Sozialwissenschaft (Tiibingen). 

OcToBER, 1925. Ueber das Naturale und das Wertmdssige in den 
Wirtschaftlichen Erscheinungen. Pror. W. OrLensnorr. Logik 
und Wirtschaftwissenschaft. Dr. Frurx KaurmMann. Die allge- 
meinen Theorien von Nationalcharakter. Dr. FriepRIicH HERTZ. 


Zeitschrift fiir die Gesamte Staatswissenschaft (Tiibingen). 


1925-6, No. 2. Die politische Struktur des heutigen Oesterreich. Karu 
BROCKHAUSSEN. Subjectivismus und Objectivismus in der neueren 
Wirtschafttheorie, II. Ropert LizrMann. 


Weltwirtschaftliches Archiv (Jena). 


Work and Service (LEISTUNG) is the subject of the first article; of the 
second, the relation of “ Universalismus ’’ to Economic theory. 
Americanismus is the title of the third article; and America is still 
dealt with in the fourth article—‘‘ The land which has not any 
Middle Ages ”’ (ohne Mittelalter). 


Giornale degli Economisti (Rome). 


OcToBER, 1925. La bilancia alimentare prebellica, bellica e postbellica 
di alcuni stati di Europa. G. Linear. The amounts in calories 
produced, imported or consumed in different countries are 
compared. In the pre-war period (1909-13) the consumption 
per “ mean man ” (formed by averaging the requirements of men, 
women and children) was somewhat above the necessary minimum 
for England, France and Germany, some below for Italy. 


NoveMBER. L’opera scientifica di Enrico Barone. G. DEL VECOHIO. 
A just appreciation of a great mathematical economist. Con- 
tributo alla teoria dell imposta sul reddito. PEnotis REDIADIS. 
The conceptions of ‘‘ velocity of production ” and velocity of capital 
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are contributed to the theory of taxation; and it is argued that 
the taxation should fall not on income, but on the work done by 
capital; a principle which leads to highly progressive taxation. 


DECEMBER. Equilibrio instabile del movimento delle Societa per aziont 
italiane. V. Porrt. On some features of Italian companies. 
Il salario de la donna rispetto a quello dell’womo. G. ZINGALI. 
Denying the alleged equality of the sexes the writer regards as 
unjust the equal treatment which is claimed in the name of Justice. 
Caratteristiche regionali nei transferimenti di immobili. Mario E 
Riccarpo Baccut. Comparisons between different parts of 
Italy with respect to transferences (sales, donations, etc.) of real 
property. (Mainly the work of the young economist whose 
promise and untimely death is noticed on an earlier page) (p. 117). 


La Riforma Sociale (Turin). 


NOVEMBER-DECEMBER, 1925. L’economia del mare. E. SELwA. 
L’azioni sindicale ed i suoi limiti. C. RossEttt. 


Scientia (Milan). 

Vol. XXXVIII., No. CLXIII. The World Problems of Population, 
II. G. H. Kyrsss. Estimates of the possible extent of the 
world population, ranging from 5000 millions to 11,000 millions, 
depend partly on the advance of physical science, partly on 
human sentiments. As the point of population-saturation is 
approached, a country threatened by the overflowing population 
of another country must resort to defensive measures inconsistent 
with maximum productivity. Without a consensus of ethical 
agreement as to restriction of births, it will be impossible to 
avoid the arbitrament of force. But what should be the terms 
of such an agreement? Which is to be preferred, the possibility 
of larger numbers with more modest living or of fewer numbers 
living in relative opulence ? 


Metron (Padua). 


Vol. V., No. I. On Periods in Economic Life. Haratp WESTER- 
GAARD. Referring to Prof. Warren Persons’ Problem of Business 
Forecasting, the eminent statistician suggests that both periodic 
and secular movements may with advantage be treated by simpler 
methods than is now the fashion. He is not sanguine about 
distant forecasts. ‘‘ There seems to be no hope at present of 
finding periods in agricultural produce,’ and we have as yet no 
means of predicting economic curves in industry or commerce. La 
fecondita delle aristocrazie. F. Savvianan. The ducal houses of 
Great Britain and Ireland are the subject of this continued 
inquiry. The “fecundity ’’ of the noble families compares not 
unfavourably with that of the bourgeois. Yet in half a century— 
since 1876—four out of thirty-one ducal families have become 
extinct (without male representatives). 


Annali di Economia (Milan). 


NoveMBER, 1925 (Vol. II., No. I). More than half this issue consists 
of a series of lectures given by leading Italian economists on the 
English economists. T'he Dawn of Economic Science is the subject 
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of the first lecture; in which Prof. Loria reminds us that there 
were brave men who lived before Agamemnon. In another 
lecture he contemplates the meridian height, if we may so describe 
the position of Ricardo. There are separate articles by other 
leading economists on Adam Smith, Malthus, Jevons, Stuart Mill 
and Marshall. There follows an ample discussion of the Return 
to Gold by Prof. A. Cabiati; who breaks a lance with Mr. 
Keynes in defence of the Baldwin-Churchill Cabinet. Sulle 
relazioni fra costo e quantita prodotta. Pirro Srarra. A com- 
prehensive exposition and critical examination of the laws of 
diminishing and constant and increasing returns; referring 
instructively to almost all that has been written on the subject, 
especially to the writings of Marshall and other English economists. 


Ekonomisk Tidskrift (Uppsala). 

1925, No. 1. The Bank of Sweden and the Value of Money during 
and after the War. Davip Davipson. In the criticism of the 
central bank policy too little attention has been given, especially 
by Cassel, to the fact that the rise in the price level during the 
war was due not only to monetary phenomena, but also to the 
abnormal scarcity of goods. Only a rise of the former type should 
be called inflation. Furthermore, it has been assumed without 
proof that it is the duty of the central bank to maintain a fixed 
price level—Before February 1916 the Bank had no means of 
preventing a rise in the price level, for gold could be freely imported 
and exchanged for bank notes or coins. By that time, however, 
the connection between gold and legal tender in Sweden ceased. 
The Bank was now at liberty to regulate the price level, but 
failed to restrict credit. In 1917 the restriction on Swedish 
imports, imposed by Great Britain, created an extraordinary 
scarcity of goods. In the last quarter of that year Swedish 
wholesale prices were 50 per cent. above the American level 
(272 against 181), but the dollar stood almost 30 per cent. below 
par (271 kronor per 100 dollars). A large part of this rise in the 
price level was due to the restriction on imports, and cannot be 
considered as “inflation” in the proper sense of the word. It 
could not have been prevented by the Bank, except through a 
policy of deflation Towards the end of 1917 the discount rate 
was raised, but credit was not restricted by other means, in 
spite of recommendations from a committee of economists and 
bankers.—After the war the exceptional scarcity of goods ceased, 
and prices consequently fell (from 369 in January to 307 in October 
1919). This cannot be called deflation. It was a fundamental 
mistake to reduce the discount rate in the beginning of 1919. 
It was worse still not to raise it in the autumn or, at least, in 
January 1920, when the dollar rate exceeded par, while Swedish 
prices were rapidly rising. The inflation in the first half of 1920 
could have been avoided. A “ School-Case ” in the Tariff Question. 
Knut WIcKsELL. Edgeworth’s well-known papers in the 
Economic JOURNAL (1894) are said to represent the best theory 
economists have produced about the effects of duties on the terms of 
exchange in international trade. Wicksell first discusses in detail 
a similar case and then proceeds to criticise Edgeworth’s results. 
The latter thinks he has proved that the effects of import and 
export duties are not “ symmetrical,” and in certain cases of in- 
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elastic demand even opposite. These conclusions are misleading. 
They depend upon the peculiar assumptions that seem to have 
been made, more or less tacitly, that the duty is collected in the 
form of a certain quantity of the commodity on which it is imposed, 
and that, furthermore, the quantity of goods collected in this 
way is redistributed between the inhabitants without exercising 
any influence on their individual demand curves, as compared with 
a state of free trade. If the duty is collected in money, ?.e. in 
the country’s export goods, whether it is imposed on imports or 
exports, then the effects will be the same in either case. Only 
the relative height of the price levels in the two countries will 
vary. (The curve OPE, pp. 439 and 432, is not the same as during 
free trade.) Edgeworth’s conclusion that a foreign import duty 
on a country’s export goods can be advantageous to this country 
is not tenable. Mill’s reasoning of a similar nature (Principles, 
Book IV. 6) is criticised—The existence of several equilibria in 
international exchange is discussed.—After writing the paper 
Wicksell found that Edgeworth, in later numbers of the Economic 
JOURNAL (e.g. 1897, p. 397), has given a different presentation 
of the relation between duties on imports and exports. The 
curves are, however, not changed. The supposition now seems 
to be that the State does not redistribute the income from duties 
but consumes it; this makes a comparison with a state of free 
trade impossible. 


1925, No. 2-3. The Explanation of Constant Prices. Eni F. Hecx- 





SCHER. The system of mutual equilibrium that has been built 
up chiefly by Marshall and Walras is in most cases well suited 
to an explanation of how prices are determined. Yet there are 
a great number of more or less “ abnormal” cases. If every- 
thing depends upon everything else, why—in a world of change 
—does not, e.g., every price change every day as a result of changes 
somewhere ?—The constancy of certain prices may be merely 
nominal. This is the case with bread, where the weight is often 
slightly changed. A more interesting case is the price of credit, 
i.e. the rate of interest; the “ quality ” of credit, for instance its 
purchasing power, is changed while the discount rate is fixed.— 
Cases of real constancy are numerous, chiefly because demand 
is kept back not only by price. Theatre tickets are often taken 
long in advance. In retail shops certain goods may be sold out; 
the shopkeeper, though noticing that his store of them will soon 
be empty, does not as a rule increase the price. Similar things 
happen with books. In principle this way of keeping back 
demand, to refuse to sell, when the store is empty, is quite the 
same as the ‘“‘ransoning”’ in Germany and Scandinavia during the 
war. Often certain buyers resell the goods they have purchased, 
e.g. theatre tickets, and thus a higher equilibrium price is created. 
—In some cases varying quantities of the commodity are offered 
for other purposes, as e.g. when the price of milk is kept fairly 
constant but the quantity used for the production of cheese varies. 
Price fixity in one market then leads to stronger price variations 
in another. The cause of such a policy lies in the advantage 
of keeping fixed prices in the former.—Very important are cases 
when demand is smaller than supply, but nevertheless prices 
are not reduced : e.g. street cars, theatres. A part of the capacity 
is not used. This is very far from the equilibrium principle ! 
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On the labour market similar phenomena appear. The Price 
Level as an Independent Factor in the Equation of Exchange. SVEN 
BrismMan. The truth of the statement that the price level is a 
passive factor in Fisher’s equation of exchange is denied. A 
system of import duties raises prices directly ; the increase in the 
quantity of money media is secondary. The Tariff Commission 
Report is criticised. The Economic Effects of the Eight-Hours 
Working Day. Brertm Onin. This is the theoretical part of 
a long essay. A reduction of the quantity of labour in this way 
has different effects from a reduction in the number of workers. 
Fixed capital is less effectively used; thus, the “ round-about 
methods ”’ of production become less advantageous. The rate 
of interest gets a tendency to fall (Bohm-Bawerk). The wage 
per hour rises very little, except in so far as there is an increase 
in the workers’ effectiveness; then wages will rise for that reason 
too. What happens to the supply of capital? The answer 
depends on the financial policy with regard to depreciation, as 
well as on how savings are influenced.—The relative prices of 
manufactured goods and agricultural goods will probably change 
to the advantage of the former.—An increase in the number of 
shifts may be expected; its effects are analysed.—The question 
of over-time is discussed in a way similar to Pigou’s (The Economics 
of Welfare, p. 433)—Finally the influence on the competitive 
power as compared to countries with a longer working day is 
analysed. The Budget during and after the War. Erik StRIDs- 
BERG : (With discussion by Wicksell, Heckscher and others.) 
1925, No. 5. Mathematical Economics. Knut WIcKSELL. Some 
thoughts around Bowley’s The Mathematical Groundwork of 
Economics. The usefulness of mathematics in economic science 
is stressed and exemplified. It is helpful for an understanding 
of the impossibility of a residual theory of distribution, such as 
Walker’s. It is necessary for the theory of monopoly prices. 
—Bowley has neglected Walras, who was the first to give a 
correct mathematical exposition of exchange under free com- 
petition. Yet the book gives a very good account of the most 
important results in mathematical economics.—Bowley does not 
make it clear that when the number of commodities is greater 
than two, indirect exchange is necessary to create equilibrium, 
i.e. some individuals have to acquire certain quantities of certain 
goods not in order to consume them, but to exchange them for 
other goods.—Pigou’s treatment of marginal supply prices is 
unnecessarily complicated, and Bowley’s exposition is not quite 
satisfactory (p. 35). Pigou and, mirabile dictu, also Edgeworth 
have misunderstood the marginal supply curves.—Bowley’s 
discussion of the stable equilibrium, the number of producers 
being great, is criticised—Some problems of multiple monopolies, 
when two or more producers exist and try to affect the commodity 
price, is analysed in detail on the basis of Cournot. Bertrand 
and Edgeworth have misunderstood the latter, whose investiga- 
tions are extremely valuable. Bowley’s exposition of this ques- 
tion is not accepted as correct; another one is offered in its 
place. Some other points are criticised, though with the remark 
that Wicksell’s own opinion may very likely be untenable. On 
the whole, the book is a fine piece of work, and should be studied 
by all economists.—A rather long list of misprints and minor 
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mistakes is given. The Purchasing Power of Money and Pro- 
tection. Exit F. Hecxscuer. The Tariff Commission Report is 
defended against Professor Brisman’s criticism. The price level 
has a special position; it can be effected only via some other 
factor in the equation of exchange. Rudolf Meerwarth: 
Nationalékonomie und Statistik. S. D. Wicksett. A_ short 
review of this book that contains an exposition of some economic 
and statistical problems. Municipal Finance. GuNNAR FANT. 
(With discussion by Bagge, Wicksell and others.) 


International Chronicle for Politics, Economics and Law (Mezhdu- 
narodnaya Letopis) (Moscow). 


A monthly periodical published in Russian by the Communistic 
Academy at Moscow, since January 1925.—No. 6-7: France and 
the Guaranty Pact, A. MatTuiez. A number of articles on the 
problem of Morocco. The Principal Morocco Treaties of the 
Twentieth Century. Bibliography on Morocco (289 headings). 
No. 8-9, 1925: The Financial Liquidation of the War, F. 
Deuais1; The Universal Crisis in the Coal-mining Industry, P. 
LaPinsky ; Jaxation in Germany, W. K6HNEN; The Economic 
Basis of the Chinese Revolution, K. WEIDEMULLER ; Foreign Life : 
The Working Class in England and its meaning for English and 
World Economics, H. Levy. Reviews and Bibliography : Keynes 
on the currency reform of Mr. Churchill ; Bibliography on China. 
No. 10: The De-Europeanization of the World’s Economics 
after the War, H. Levy; The Trade Balance of France, E. 
PREOBRAZHENSEY ; The Crisis of Capitalism in U.S.A. and the 
Distribution of the Surplus, Scott NeErine ; The Distribution of 
the State’s Receipts in India, A. MUKHERJI. 





NEW BOOKS 
English. 


BARRALET (ALFRED). The Machinery of Business. An Intro- 
duction to Commercial Methods. London: Philip. Pp. 226. 2s. 6d. 


BaTtTEN (EpwarD). National Economics for Britain’s Day of 
Need. London: Pitmans. 1926. Pp. 217. 5s. 


[There is proposed a solution of the problem of unemployment by which all 
may work and each may gain.| 


CassEL (Gustav). Fundamental Thoughts in Economics. 
London: Fisher Unwin. 1925. Pp. 159. 6s. 


[A summary restatement of views set forth in former writings. The miniature 
deserves all the praise which has been bestowed upon the originals in two reviews 
which appeared in the Economic JouRNAL 1920 and 1924. Some features there 
criticised have been retained, i.e. the predominant part assigned to the attribute 
scarcity in the theory of exchange, the suggestion that Marshall’s representation 
of the factors of production was not duly symmetrical, the placing of price before 
value in the belief that it should be possible to build up an economic theory 
without including value among its elementary conceptions. | 


CHATTERJEE (B. C.) and Covsstant (L. D.). Economics of 
Engineering. Benares: Chatterjee. 1925. Pp. 384. 
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ConEN (JoszPH L.). Family Income Insurance. A scheme of 
family endowment by the method of insurance. London: King. 
1926. Pp. 47. 

[Miss Eleanor Rathbone contributes a Preface in which she blesses the new 
scheme without prejudice to other schemes.] 

CoLLER (FRANK H.). State Trading Adventure. Oxford Univer- 
sity Press. 1925. Pp. 160. 

[A record of the Food Ministry. In its Secretary’s showing, at least, when 
danger threatens the prospect of financial gain is not the only stimulus to 
endeavour. ] 

Coutton (G. G.). The Medieval Village. Cambridge University 
Press. 25s. 

Crorrs (Maup L.). Women under English Law. London: 
National Council of Women. 1925. Pp. 101. 


Dawson (Siz Paiip). Germany’s Industrial Revival. London : 
Williams and Norgate. 1926. Pp. 276. 15s. 6d. 

ERNLE (LorD). The Land and its People. London: Hutchinson. 
Pp. 257. 

[In a lucid historical retrospect Lord Ernle demonstrates that enclosures were 
necessary to efficiency, while admitting that they entailed much social hardship. 
He refutes many fallacies about landlords. Speaking with the authority of one 
who was President of the Board of Agriculture, he praises enthusiastically the 
services of ‘“‘ women on the land ’’ in the years 1917-19.] 

Hammonp (J. L. and Barsara). The Rise of Modern Industry. 
London: Methuen. 1925. Pp. 280. 

HawtTrey (R. G.). The Economic Problem. London: Long- 
mans. 1926. Pp. 417. 10s. 6d. 

[‘‘ The first twelve chapters are devoted to an exposition of the economic system 
as it is, and of its operations. It is in Chapters XIII. to XV. that we turn aside 
to the consideration of human nature. The remaining XVI—XXXI. are critical 
and speculative.’’] 

Hosson (J. A.). Free Thought on the Social Sciences. London : 
Allen and Unwin. 1926. Pp. 288. 10s. 

Keynes (JoHN Maynarp). A Short View of Russia. London: 
Hogarth Press. 1925. Pp. 28, 

[Leninism is at once ‘a persecuting and missionary religion and an experi- 
mental economic technique.’”’ On the economic side Russian Communism has 
not made any contribution to our problems. The Communist Government 
exploits the peasant in favour of the proletarian worker; the peasant having 
obtained his land wants no change of Government. Something more may | 
hoped from a religion which inspires new sentiments about Money; rendering 
money-making less respectable. ‘‘ Out of the cruelty and stupidity of Old 
Russia nothing could ever emerge ... beneath the cruelty and stupidity of 
New Russia some speck of the ideal may lie hid.’’] 

Linpsay (A. D.). Karl Marx’s Capital. Oxford University Press. 
2s. 6d. 

Mess (H. H.). Factory Legislation and its Administration. 
London: King. 1926. Pp. 228. 12s. 6d. 

PancHoty (Kxsari Srvc). A Brief Introduction to Public 
Finance. Rewa: “ Young Princes” Series. 5 Rupees. 

PETTER (SmR Ernest W.). The Disease of Unemployment and the 
Cure. London: Hutchinson. Pp. 63. 1s. 


[The pamphlet professes to show how “ without revolution” peace and 
prosperity may be restored.] 
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Prtt (St. GroraE Lane Fox). The Purpose of Education. An 
examination of educational problems in the light of recent scientific 
research. Fifth issue. Cambridge University Press. 1925. Pp. 94. 
4s. 


[Additions have been made in this issue to the section on Economics. ] 


Potsson (ERNEST). The Co-operative Republic. Translated from 
the French by W. P. Warktns, with a Preface by Henry J. May. 
London: Fisher Unwin. 1925. Pp. 226. 7s. 6d. 

Quietry (HvucH). Electrical Power and National Progress. 
London: Allen and Unwin. 1925. Pp. 160. 

Ria@nano (E.) and Stamp (J. C.). The Social Significance of Death 
Duties Adapted from Dr. Schultz’s translation from the Italian of 
Eugenio Rignano by Sir Josiah Stamp. London: Douglas. 1925. 
Pp. 168. 

Sextiaman (E. R. A.). Studies in Public Finance. London: 
Macmillan. 14s. 

Surrras (G. Finptay). The Science of Public Finance. Second 
edition. London: Macmillan. 1925. Pp. 708. 21s. 


[There has been added to the first edition (reviewed in the Economic JOURNAL, 
1924) a chapter on Debts Arising from a State of War. Also additions and 
corrections have been introduced throughout.] 


Smon (E. D.). The Inheritance of Riches. London: Longmans. 
1925. Pp. 38. 

[To diminish inequality in distribution it is proposed to graduate legacy duty 
according to the size of the legacy and to increase the taxation on re-inherited 
wealth.] 

Spatpine (W. F.). Foreign Exchange and Foreign Bills in Theory 
and Practice. Sixth edition. London: Pitman. 1925. Pp. 265. 

[An earlier edition was reviewed in the Economic Journat. In the sixth 
edition a few alterations with respect to gold points have been necessitated by 
the restoration of the gold standard. Some matter too has been added on 
present-day exchange rates and on forward exchange.] 

Yurovsky (Pror. L. N.). Currency Problems and Policy of the 
Soviet Union. London: Parsons. Pp. 152. 2s. 6d. 


American. 


Atkins (Davip). The Measurement of Economic Value. San 
Francisco: Gelber. 1925. Pp. 189. $3. 


{Mr. Atkins is the author of the Zconomics of Freedom (New York, 1924), in 
which by reasoning analogous to oe of Fourier, Ohm and Cournot in Physics he 
ffort ] 


Resistance 


Barnes (Proressor H. E.). The New History and the Social 
Studies. New York: The New Century Co. 1925. Pp. xx + 605. 

[A cyclopedic account of the relation of history to the social studies, including 
psychology, anthropology, sociology, economics and ethics. The chapter on 
Economics deals in 50 pages with the nature of economics; some leading stages 
in the growth of economic science; the economic development of human society ; 
the development of economic history; and economics and history.] 

Baver (Jon). Effective Regulation of Public Utilities. New 
York: Macmillan Co. 1925. Pp. 381. 10s. 6d. 


obtains the formula Value = 
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Devine (Epwarp T.). Coal. Economic problems of the mining, 
marketing and consumption of anthracite and soft coal in the United 
States. Bloomington (Illinois): American Review Service. 1925. 


Pp. 448. 

FisHER (IrvinG). Mathematical Investigations in the Theory of 
Value and Prices. New Haven: Yale University Press. 1925. 
Pp. 126. 

[A “ photo-engraved ”’ reprint of the well-known treatise published in 1892. 
In a preface to the reprint the author refers hopefully to his suggestion that 
‘marginal utility ’? may be measurable statistically.] 

Foster (WILLIAM TRUFANT) and Catcutnas (WADDELL). Profits. 
Boston (Mass.): Houghton Mifflin. 1923. Pp. 465. $4. 


GaLPpIN (W. F.). The Grain Supply of England during the 
Napoleonic Period. New York: Macmillan Co. 1925. Pp. 305. 


GoopeERIcH (CARTER). The Miners’ Freedom. Boston: Marshall 
Jones. 1925. Pp. 189. $2. 

[The miners have hitherto enjoyed peculiar independence. Is it threatened 
by the new technique ?] 

GREER (Guy). The Ruhr-—Lorraine Industrial Problem. New 
York: Macmillan Co. 1925. Pp. 328. $2.50. 


[A publication of the Institute of Economics established by the Carnegie 
Corporation of New York.] 


Janes (G. Mitton). Who should have Wealth, and other Papers. 
Milwaukee (Wisconsin): Morehouse. 1925. Pp. 170. 


French. 


Anstavx (M.) et OLBREcuTS (R.). L’Assainissement Monétaire: un 
Contre-projet. Brussels: La Merton. 1926. Pp. 31. 


Bopin (CHARLES). Principes de Science économique. Paris: 
Sirey. 1925. Pp. 644. 

[A sub-title, Cours élémentaire d’Bconomie Simple, is appropriate to a work 
which embodies lectures given in the University of Rennes. | 


Fatre-Gitty (Dr. Cares). La politique des prix-fixes. Le 
controle du producteur sur le prix de revente de ses produits sa valeur 
legale. La jurisprudence de la Cour Supréme des Etats Unis comparée 
aux jurisprudences frangaise et anglaise avec une préface de Edouard 
Cambert. Paris: Giard. 1925. Pp. 296. 

{On the right of producers to impose uniform prices for the sale of their 
products by distributors. ] 


HayemM (JULIEN). Mémoires et documents pour servir & l’histoire 
du Commerce et de l'industrie. Paris: Hachette. 1925. Pp. 344. 


WassERMAN (Max J.). L’ceuvre de la Fédéral Trade Commission. 
La derniére phase de la Législation Américane contre les trusts, la 
spéculation illicite et les pratiques commerciales déloyales. Avec 
une préface de EpouaRD CaMBERT. Paris: Giard. 1925. Pp. 582. 
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German. 


Atprecut (G.) and others. Grundriss der Sozialkonomik. IX. 
Abteilung. Das Soziale System des Kapitalismus. I. Teil. Die 
Gesellschaftliche Schichtung im Kapitalismus. Tiibingen: Mohr. 
1926. Pp. 513. 

[Above fifty names, including some of the best known throughout Europe— 
Lederer, Lotz, Michels, Mombert; Schulze-Gavernitz, Schumacher, Schumpeter, 
Sombart, Wieser, etc.—enumerated on the title-page vouch for the importance of 
the stupendous compilation of which the ninth part (Abteilung) is before us. 
Several authors contribute to this part studies on interesting topics connected with 
capitalism, such as the psychology of the anti-capitalistic popular movements, 
the future of the Proletariat, etc.] 

BicHEeR (Kar). Gesammelte Aufsitze zur Zeitungskunde. 
Tiibingen: Laupp. 1926. Pp. 429. 

[A study on the history and conduct of the German Newspaper press. | 

GuNTHER (ADOLF), HEYDE (LUDWIG), SCHELER (Max), ADLER 
(Max). Vortrige. (Verhandlungen des Vierten Deutschen Soziologen- 
tages am 29 und 30 September 1924 in Heidelberg.) Tiibingen : 
Mohr. 1925. Pp. 24. 

Hrrscu (Jutius). Das Amerikanische Wirtschaftswunder. Berlin : 
Fischer. 1926. Pp. 174. 

[Beginning with a topic headed Downfall of Europe—which has “ balkanised 
itself ’’—and Uprising of America, the writer describes the economic institutions 
of the United States, and adds reflections on the relation of those institutions to 
culture. ] 

Kretstra (Dr. J. C.). Wirtschaftliche und Soziale Probleme in 
Niederlandisch Westindien. Jena: Fischer. 1925. Pp. 24. 

Kirscut (Dr. Hans). Theorie der Staatswirtschaft und Besteue- 
rung. (Bonner Staatswissenschaftliche Untersuchungen.) Bonn: 
Schroeder. 1925. Pp. 231. 

Merine (Dr. Orro F. von). Jena: Fischer. 1926. Pp. 53. 
2.8Mk. 

Serpe. (Dr. Hans-Joacuim). Die Britische Mandatstaat Palestine 
in Rahmen der Weltwirtschaft. Berlin: Gruyter. 1926. Pp. 136. 

StrRAKoscH (SIEGFRIED). Europa als Teuerungsgrund. Vienna : 
Hélder-Pichler. 1926. Pp. 63. 

[A study on the causes of dearth in Europe.] 

StuckEn (Dr. R.). Theorie der Konjunkturschwankungen. Jena: 
Fischer. 1926. Pp. 75. 

VeRDROSS (ALFRED). Deutschsiidtirol. Leipsic: Deutsche. 
1925. Pp. 48. 

ZIMMERMAN (PROF. Dr. WALDEMAR). Die Arbeiterfrage in 
Deutschland. Berlin: Gersbach. 1925. Pp. 122. 


Italian. 


AmantT!A (A.). Principii di economia politica. Vol. I. Catania. 

CorBIno (EpicaRMO). Economias des Transporti Marittimi. 
Citta di Castello Tipografica ‘‘ Leonardo da Vinci.” 1926. Pp. 379. 

GraziaDEI (A.). La teoria del valore e il problema del capitale 
“ costante.”” Roma: Maglione. 
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Missactt4 (L.). La richezza attraversa le generazioni. Gallarate : 
Luzzati. 

Mortara (G.). La Salute Pubblica in Italia, durante et dopo la 
Guerra. (Carnegie Series: Economic and Social History of the 
World War.) Bari: Laterza (and Yale University Press). 1925. 
Pp. 577. 

[A very careful study of the war losses in Italy and of births, marriages and 
deaths to the end of 1923.] 

Prato (GUISEPPE). Il Piemonte e gli effetti de la guerra sulla 
sua vita economica e sociale. (Fondazione Carnegie per la pace). 
Bari: Laterza. 1925. Pp. 241. 

SaPrRiI (ARMANDO). La crisi delle compagnie Mercantili dei 
Bardie dei Peruzzi. Con Prefazione di GuIsrPpPE Prato. Florence: 
Olschi. 1926. Pp. 308. 

Viassa (Mario). Perché la vitae casa. Turin: Gobetti. 


Spanish. 


CaRANDE (Ramon). Sevilla, Fortaleza y Mercado. Alcunas 
instituciones de la Ciudad en el Siglo XIV. . . . Madrid: “ Revista 
de Archivos.” 1925. 





